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TERRORISM FRANCE 


"ACTION DIRECTE': BACKGROUND, FINANCING, FOREIGN TIES 
Paris LE MONDE in French 29 May 82 p 10 


[Article by Laurent Greilsamer: "Action Directe: The Political Alibis of 
Violence"] 


[Text] The 25 people who were questioned by the police 

on 26 May as presumed sympathizers of tne ultra-left group 
Action Directe were all released during thenight of 26-27 
May (LE MONDE 28 May). Leaflets were found on some of 

them calling for an "armed demonstration" against President 
Reagan during his visit to France for the summit of Western 
powers at Versailles. Also, 15,000 tracts of a similar 
nature were found in a vehicle involved in an accident near 
Compiegne. In it was riding Nathalie Menignon, a member of 
Action Directe, who was seriously injured. 


Finally, unidentified persons fired shots at the outside of 
the Bank of America in Paris (lst district) at about 0600 
hours on 28 May. An hour later, an unidentified caller to 
AFP claimed responsibility for this automat’c weapon fire 

in the name of Action Directe, a group which has for several 
years been conducting activities which are on the borderline 
of politics and delinquency. 


It is 3 years now that the ultraleftist Action Directe group, which is composed 
of a few score members, has been in the news. This brief existence on the 
fringes of the extreme left is deceptive, however. In its way, Action Directe 
comes from quite a long history, with roots in the libertarian and anarchist 


movement. 


We thus have to go back to the 1970's, and specifically 1974, to find the 
origins of the group. At that time, a number of young Frenchmen and sons of 
emigre Spaniards were fighting on French territory, using attacks by explo- 
sives which sometimes caused injuries, against the waning Francoism. These 
young people were members of units called "Groups for Internationalist 
Revolutionary Action" (GARI). These GARI broke up rather quickly, with 
prison playing a role. 




















A few years later, however, other youth formed new groups, more maoist, 
called: "“Noyaux Armes pour 1l'Autonomie Populaire" [Armed Cells for Popular 
Autonomy] or NAPAP. These NAPAP were to become a new element of the future 
Action Directe organization. In 1976-1977, the NAPAP committed a number of 
attacks and assassinated Jean Antoine Tramoni, a Renault employee, to 
"ave.ge" Rene-Pierre Overney, a maoist activist whom he had killed at the 
gates of the plant in 1972. 


"Young Proletarians" 


Again, prison put an end to the activities of the NAPAP. However the empty 
field was soon occupied, in a less violent manner, by the autonomous groups, 
who for 3 years drew attention to themselves by breaking windows to convince 
people of the violence of the “young proletarians," particularly the temporary 
workers. 


From the GARI to the NAPAP, and from the NAPAP to the autonomous groups, the 
ground was prepared over a decade or so in which the Action Directe group 
could grow. Its members claimed to be anarchists by origin. Today they call 
themselves "communist revolutionaries." Their first actions, in 1979-1980, 
again led them rapidly to prison. These actions were mainly firing by 
automatic weapons at buildings selected as "symbolic." Thus, the Ministry 

of Cooperation was generously riddled with bullets, with some even smashing 
into the office--in his absence--of the then minister, Robert Galley. 


After 10 May 1981, either through application of the amnesty law or individual 
measures, the presumed members of Action Directe were released. Since then, 
the group has not been idle. Whereas it was clandestine in 1979-1980, today 
it operates "openly," at least in part, though its members still have to stay 
on alert. In fact, Action Directe is suspected, that is the least one can 
say, of being two-faced like a coin. One face conducts political and militant 
activity, illustrated by two recent publications: a document entitled "Toward 
a Communist Plan" (Marcy 1982) and another "On American Imperialism" (April 
1982). The other face conducts action on the border of legality and sometimes 
outrightly illegal, with three aspects. 





--Occupation of buildings without permission or title ("squats"). Action 
Directe has always specialized in this form of action. Since December 1981, 
members of the group have taken over several buildings in Paris, Rue de la 
Charbonniere (18th district). They have developed them into a kind of 
headquarters, as well as their residence. These buildings, which are very 
much closed to outsiders, are also occupied by Turkish immigrants, who are 
close politically to Action Directe. The police have intervened several 
times in the squats area when there have been general fights, and have made 
several searches which have turned up some arms and Molotov cocktails. A 
fire recently damaged one of the buildings: Though Action Directe blamed 
the police, it appears certain, at this point, that the fire was the result 
of internal rivalries in the group. 


--Financing of Action Detente. Members of the group manage to possess 
weapons, explosives, and vehicles and feed themselves even though the majority 














do not have declared jobs. In the direct line of anarchist tradition, it 
turns out that some members conduct holdups which are described as 
"oxpropriations." 


To mention only two armed attacks, the police are certain that members of 
Action Directe carried out the holdup on 28 August 1980 in Avenue Bosquet, 
Paris, and another, also in Paris, on 15 April 1981 in Place des Ternes. 

The two attacks were carried out in the same circumstances: two vehicles, 
two teams, one "covering" the other, and a woman among the culprits. Shots 
were fired in both cases. During the second holdup, a policeman was killed. 
After the Place des Ternes holdup, two members were arrested temporarily. 
They were Philippe Gobain and, in April, Joelle Aubron, 23. Both denied the 
actions with which they were charged. 


Other holdups have also been blamed on this political movement; swindles as 
well. In January, Lahouari Benchellal, 26, a Action Directe militant member, 
was arrested in Finland as he was preparing to exchange $20,000 in forged 
traveler's checks for regular banknotes in order to “finance the revolutioary 
movement." Finally, the police suspect Action Directe of having carried out 
a very important theft of blank identity cards 2 years ago from a branch 
police station in a Paris municipal building. 


Links with Abroad 


--Action Directe's links with foreign clandestine groups. Liaison has always 
existed, particularly with Spain and Italy, but without it being possible to 
describe it as going beyond exchanges of political cadres and routine mutual 
assistance. During a French antiterrorist operation in March 1980, Italian 
activists were arrested along with presumed members of Action Directe. At 
the house of a French activist, police arrested Olga Girotto, 23, a suspected 
member of the Prima Linea terrorist organization who had been sought for a 
murder attempt against an Italian doctor. During the search, police found 
600 kg of explosives and some 1,000 blank identity cards. 


Have these foreign ties increased? The response can only be indefinite. 

In any case, there is sufficient interest in developing them so that the 
leader of Action Directe, Jean-Marc Rouillan, 30, and his girl friend 
Nathalie Menigon, went in 1980 for an expected meeting with international 
terrorist "Carlos."" However, the meeting was a trap set by the police. On 
that occasion, Nathalie Menigon fired at the secret police officers. Now, 
although we cannot establish any evidence of cause and effect, a Lebanese 
citizen, G. Chahine, has been killed. He was shot twice a few weeks ago at 
the landing door to his apartment. 





The suspicion of the police and the courts about these links with abroad 

has been stronger since a few months ago. The police suspect Action Directe 
of having shot up the outside of the Israeli trade mission in Paris in April. 
The car used in the operation, a [Peugeot] 504, was found abandoned in the 
17th district of Paris. The police are also wondering, as Wednesday's sweep 
indicates, about possible connections of Action Directe with the mysterious 
Fractions Revolutionnaires Armees Libanaise [Lebanese Revolutionary Army 














Groups| which claimed from Beirut, the assassination of an American diplomat, 
Lt Col Charles R. Ray, in Paris on 18 January, and the assassination of 
Israeli diplomat Yakoov Barsimantov in Paris on 3 April. 


Thus far, this illegality which seeks to be political has had little impact. 
The “expropriations" resorted to by members of Action Directe and the gangster 
tendencies it sometimes demonstrates seem to have moved it toward a2 condition 
of delinquency in which the political objective gets short shrift. Even 

the struggle under the theme of housing, which could be the most effective 

in mobilizing support, has not been showing much dynamism. The alliance 
between Action Directe and the Turkish immigrants demonstrates that this 
housing struggle did not arouse the enthusiasm of French youth. The members 
of Action Directe, "maoists" of the second or even the third generation, 

seem lost in a struggle in which violence and shootings have replaced 
revolutionary values. There is still a plan, which is often talked about, 

but it is buried under a layer of mud in which crimes are the main ingredient. 
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ECONOMIC FINLAND 


SOVIET OFFICIAL SEES NATURAL GAS SALES TO BALANCE TRADE 
Helsinki HELSINGIN SANOMAT in Finnish 1 Jun 82 p 16 
[Article: "Natural Gas Deliveries to Balance Trade With East" ] 


[Text] Soviet trade representative Mikhail Gubanov considers that the con- 
dition for balancing the payment situation between Finland and the Soviet 
Union is for both parties to fulfill their obligations in accordance with 
the limits agreed upon in the commodity exchange schedules. 


According to Gubanov a repetition in 1982 of the situation in which Finnish 
firms had to cancel procurements of Soviet electric energy, gas, and oil pro- 
ducts could thus be avoided. Gubanov spoke on Monday at a seminar on Eastern 
trade organized by the Conservative Party. 


Favorable Prospects for Economic Cooperation 


Gubanov stated that the amount of the balance of payments is always negative 
for the Soviet Union during the first 2 or 3 years of the five-year agreement 
and positive in the subsequent 2 years. In the initial years of the five- 
year azreement numerous contracts for the delivery of ships, in particular, 
are concluded and Soviet organizations make advance payments. Thus the ad- 
vance payments, which have a negative effect on the balance of payments in 
the beginning of the five-year agreement, have a contrary effect after the 
beginning of the third year of the agreement. At that time the ships are 
being delivered, but previous advance payments are then deducted from the 
payments, explains Gubanov. 


According to Gubanov Finnish enterprises will find additional opportunities 
in the Soviet Union in the exploitation of oil and gas deposits along the 
continental shelf of Soviet Arctic seas. In addition to this, he mentioned 
increases in the deliveries of natural gas from the Soviet Union and in ac- 
cordance with this an extension of the gas pipeline within Finland itself. 


Even otherwise he believes Finnish enterprises will have favorable potential 
opportunities for expanding and strengthening commercial and economic coop- 
eration with Soviet organizations during the accomplishment of the Soviet 
Union's llth Five-Year Agreement. 




















Chairman Ilkka Suominen of the Conservative Party, for his part, confirmed 
that our exports cannot continue as they have so far particularly in the most 
rapidly developing areas. Since a certain outside factor that has encouraged 
trade growth or the increase in the price of energy is no longer exerting 

an effect, both countries must consider the prospects for the development 

of trade on the basis of prevailing conditions. 


Suominen states that he does not agree with ‘those nervous utterances" which 
have appeared in public statements in Finland with respect to future export 
opportunities. 
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ECONOMIC FRANCE 


OLL REFINERIES PLAN EQUIPMENT CHANGES TO MEET NEW FUEL DEMANDS 
Investment Costs High 

Paris L'USINE NOUVELLE in French 15 Apr 82 pp 75-77 

[Article by Claudine Meyer: "Unavoidable Investments” ] 


[Text] hkefineries are recording losses of a billion 
francs a month. However, if they want to meet the demand 
for light oil products in less than 10 years, they will 
have to launch a 15-20 billion franc investment plan in 
the next few months. 


French crude oil consumption should be limited to 75 million tons by 1990, 
whereas refinery capacity is still 160 million tons today (for a market of 
less than 100 million tons in 1981). In electric power plants, heavy fuel 
will increasingly be replaced by uranium or coal, and will account for no 
more than 14 percent of the oil market, or half of what it did in 1973. On 
the other hand, gas oil will have gained on domestic fuel oil and the share 
of motor fuel will have increased from 14 percent in 1973 to 25 percent in 
1990. 


From the standpoint of supplies, the light crude oils are certainly going to 
become more and more expensive, and so the pressure is on French refiners to 
increasingly treat heavy oil. 


in less than 10 years, therefore, refineries will have to have deep conversion 
equipment for residues. According to the 8th Plan, the oil industry will, in 
the next few months, have to launch a 10-year investment plan of about 15-20 
billion francs, 80 percent of which should be committed before 1985, if this 
equipment is to be operational by then. A program of this sort, with annual 
investments of 1 or 2 billion francs, would considerably expand the refinery 
equipment market, a 2.8 billion franc market in 1981 (investments had been 
declining since 1973, but began rising again in 1980, with a 5/7-percent in- 
crease over 1979). 


in the later stage of deep conversion, however, the figures start mushrooming: 
from 100 francs per ton of capacity in a traditional facility, the cost rises 
to 2,000 or 2,700 francs with deep conversion. With hydrogen cracking or 














coking of the heavy oil fractions, the price of one of these units will range 
from 1 to 6 billion. 


This bill will be all the more difficult to pay with French refineries’ cur- 
rent losses running at about 1 billion a month. It is therefore out of the 
question for refiners to finance deep reconversion. For the moment, they are 
trying to stop the hemorrhaging, if they cannot cure it. 


"In order to ad.pt plant and equipment to developments in refining," Armand 
Guilbaud, chairman of the board and general manager of the French Refining 
Company, explained, "we must follow three main lines of action: do away with 
what is useless; simplify and modernize existing units that will remain in 
use; and, build new units for cracking crude oil to improve the yield of light 
oil fractions." These are the three aspects of French refiners’ current pol- 
icy. 


First of all, we are going to have tc absorb a surplus production capacity 

of about 50 million tons, which means that some refineries will have to be 
shut down. Then we must modernize old facilities. To improve performance, 
the modernization process will involve streamlining operations, and particu- 
larly the pipelines. The manufacturing, storage and loading plans must be 
rationalized. To automatize the units, refiners will install process control 
computers to assure regulation. To save energy, improvements will be made 

to the heat transfer system and to the calorie recovery processes in vapors 
and gas, flare-burned in the past. Finally, as regards safety and the en- 
vironment, the fight against air and water pollution will continue, but added 
to that will be the treatment and improvement of oil products themselves, 
such as desulphurization of gas oils and a reduction of the lead content in 
petrol. 


Besides modernizing the old facilities, the transformation of the refineries 
also includes a "remodelling" of the factories, which has made it possible 

to treat the residues of distillation for the past 8 years. There are three 
technical options for this "soft" conversion (as opposed to deep conversion): 
alkylation, viscoreduction and catalytic cracking. As new units are built 
today, the crude oil cracking capacity is constantly increasing. It has gone 
from 10 million tons in 1973 to 15 million tons, and should reach 27 million 
by 1990. 


With the modernization of existing facilities and the construction of new 
units to increase production of light oil products, at. the expense of fuel 
oils, investments will continue to adapt plant and equipment to demand. How- 
ever, they must move forward soon and tackle deep conversion. It is a diffi- 
cult decision to make at the end of a year marked by losses of 13 billion 
francs. The French refining industry's total debt will reach 80 billion 
francs by the end of the year. 




























































Treatment Capacity ot French Retineries 
(In millions of tons per year (as of 1 January 1982)) 
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Havre ... L'etang de Berre... These two regions are particularly affected 
by developments in refining. There is a total of 24 refineries in France, 
with an overall production capacity of nearly 160 million tons, including 
60 million in the Seine valley and 54 in the Mediterranean-Rhone region. 

of L January 1981, 14,000 persons were employed in the refining industry. 
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A Large Market for the Boiler Industry 


Percentage share of the different items in 
the total cost of deep conversion units. 
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The cost of a deep conversion unit ranges from 1 to 6 billion francs, accord- 
ing to its capacity. For the sake of comparison, an off-shore oil rig costs 
between 500 million and 2 billion francs. The main supplier is the boiler 
industry. Note the high cost of research (15 percent). 





Key: 

1. Research and design 

2. Construction and assembly 

3. Materials, including: 

4. Boiler industry 

5. Electronic equipment, 
measuring instruments 

6. Transfer lines 

7. Pumps and compressors 

8. Miscellaneous 
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Constantly Increasing Capacities 


Available per year 
(thousands of tons) 
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*Boginning in 1978, desulphurization of gas oil and domestic fuel oil. The 
figures for previous years include gasoline and kerosene desulphuring capac- 
ity. 


In 1978, the crude oil cracking capacity was 10 million tons. Today we are 
up to 15 million, and we should reach 27 million by 1990. This is an exces- 
sive figure in comparison with the amount of residues to be treated. Accord- 
ing to refiners, the ideal would be to limit growth to 20 million tons. 


Key: 
1. Evolution of the capacity of processing units 
(In thousands of tons a day, as of 1 January of each year) 
Desulphurization of distillates 
Reforming 
Catalytic cracking 
Thermal cracking (Viscoreduction) 
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Interview With Refining Company President 
Paris L'USINE NOUVELLE in French 15 Apr 82 pp 76-77 


[Interview with Armand Guilbaud, chairman of the French Refining Company, by 
Claudine Meyer; date and place not given] 


[Text] Armand Guilbaud, the 54-year-old chairman and gen- 
eral manager of the French Refining Company (CFR), answers 
L'USINE NOUVELLE's questions during an exclusive inter- 
view. He explains the projects of the French Petroleum 
Company's subsidiary for conversion and modernizing re- 
fineries. 


[Question] By 1990, overall consumption of oil products will have declined 
and will focus on lighter products, and especially gasoline and gas oil. To 
meet this new demand and thus tackle "the bottom of the barrel," what are 
CFR's plans for equipping its facilities with deep conversion units? 


[Answer] It is true that we are heading towards a reduction in consumption 
of oil products over the long run, and that we will need conversion units to 
adapt to demand and we will be virtually abandoning production of heavy oil 
between now and 1990. But the investment represented by a deep conversion 
unit--around 3 billion francs--gives reason for caution. 


[Question] Why are you so cautious? 


[Answer] The situation is uncertain. On today's international market, we 
are witnessing a rapid decline in oil prices and in quotes for crude oil in 
day-to-day transactions or spot transactions. It is selling for $29 a barrel, 
instead of the official price of $34. 


However, even though the OPEC countries have not reduced their prices for 
long-term contracts, nothing today would rule out a generalized decline in 
all oil prices. This would influence the consumption and competitiveness of 
One energy source over another. Let's imagine that the price of natural gas 
increases and the price of fuel oil goes down.... 


Another result of this gap between the official price per barrel and the price 
charged in day-to-day transactions is that some producer countries that are 
unable to sell their output at the official price feed the market with finish- 
ed products and quote below the price themselves. In these circumstances, 

we cannot continue to buy crude oil at high prices just to later sell products 
that can be found elsewhere at rock-bottom prices. This phenomenon leads to 

a totally unstable situation. 


As long as this instability remains, we will be under pressure to eliminate 
the expensive contracts for a cheaper supply that would allow.us to reduce 
our losses. Since we cannot decide on a price increase, this is the only way 
left to us to reduce our costs and limit our losses. 
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As for supplies, the situation is constantly changing and must be closely 
followed. Last year even, the prices for crude oil were not aligned, and a 
refiner either benefited or was handicapped, according to the source of his 
supply. As far as we were concerned, the fact that we did not have easy 
access to Saudi Arabian oil put us at a strong disadvantage. 


Today, equal-quality crude oil is sold for the same price, except for North 
Sea and Mexican oil. but nothing is ever permanent in this area. 


[Question] In view of all these uncertainties, there will not then be a deci- 
sion on deep conversion anytime soon? 


[Answer] Aside from the uncertainties, the current state of our finances 
would hardly allow us to make a decision of this sort. Our losses are as 
high as 250 million francs a month right now. Because of this, our projects 
to launch a deep conversion unit have been "pigeonholed," at the expense 

OF case 


We have not, however, remained idle. We have just completed a viscoreducer 
and an alkylation unit at the Provence refinery and they began operating at 
the end of 198]. We are working now on building a catalytic cracking unit 

at the Flandres refinery and it is scheduled to begin operating in a few 
months. These new units represented a total investment of 500 million francs 
in 1981 and will cost 350 million francs this year. 





Besides these new units, that will increase our production of gasoline and 
gas Oil, we are continuing to modernize our refineries to improve yield, 
reduce energy consumption, streamline equipment, and develop centralized 
controls. We invested 250 million francs in modernization in 1981 and we 
will invest 300 million francs this year. 
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ECONOMIC SPAIN 


MAJOR INDICATORS POINT TO GRAVE ECONOMIC DIFFICULTIES 
Madrid EL PAIS in Spanish 21 Jun 82 pp 52, 53 


[Article: "Inflation, Investments and Foreign Trade, Decisive Scenarios of the 
Economic Present" 


[Text] The decisive scenarios of the economic policy are: that of inflation, that 
of investments and that of foreign trade. To explore the leading problems affect- 
ing those three scenarios as a result of the widespread attitude of waiting that 
prevails over the Spanish economy at present, and to indicate the decisions that 
it would be feasible to adopt so as not to mortgage the future, is the purpose of 
the following article, written by the Economic Trend Team, headed by Prof Fuentes 
Quintana and comprised of Profs Barea Tejeiro, Lagares Calvo and Raymond Bara, 

and economists Julio Alcaide Inchausti, Jose Garcia Lopez, Miguel Valle Garagorri 
and Jose Maria Perez Blanco. 


The problems and potentialities of the Spanish economy may be considered from 
many perspectives, but few so vividly depict the conditions that will determine 
our future as those offering three different levels: that of inflation, a 
variable in which the present crisis is manifested, and the figures on which 
define its intensity; that of investments, completely upset by the "wait and see" 
attitude, a costly position as few others are, which we must attempt to under- 
stand and change; and that of foreign trade, wherein the necessary expansion of 
exports appears as an outlet for the present critical situation and an area of 
relief in the Spanish trend analyses, because its positive performance raises 
spirits, but must also entail decisions that will foster them. To consider those 
three scenarios of the Spanish economy constitutes an inevitable analysis to 
assess our current situation and to judge its future potentialities. 


The leading asset attained in recent years by the economic policy and the effort 
of Spanish society has been the slowdown in inflation, reducing its differences 
from that of the OECD [Organization for Economic Cooperation and Development ] 
countries. We must attribute to this process the priority importance that it 
really has. The available experience proves that, by heightening inflation, the 
goals of growth, employment and external balance are made distant, and in the 
end become impossible, necessitating costly and extensive stabilizing readjust- 
ments. 


When one observes the profile shown by consumer prices and the progress of the 
inflation differential with OECD, one realizes the significance of the 
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accomplishments during 1977-79, and difficulty which prices have faced for 
continuing to drop during the past two fiscal years. True, during the latter, 
the forces unleashed by the second energy crisis have acted, and this must be 
taken into account; but the fact is that, during 1981, the differential gap 
between inflation in Spain and OECD was opened again, and the curve indicating 
the progress of prices appears to stand at the high plateau of 14-15 percent in 
annual increase, from which it is difficult to drop. An extrapolation of the 
performance of the index for 1982 again shows the same inflexibility toward a 
decline; because the average inflation (thus obtained) for 1982 in the non-food 
components of the consumer price index [CPI] will be close to 14.4 percent, as 
compared with 15.1 percent in 1981. Moreover, the current expectations point 

to the possibility that the agrarian results will generate the very circumstances 
for the first CPI group (food, beverages and tobacco) to undergo, in terms of 
December/December comparison, an increase in 1982 (13-14 percent) similar to 

that registered in 1981; which would almost automatically lead to the maintenance 
of the inflation rate (14-15 percent) that has been registered in our country. 
All this leads to the conclusion that a significant gain in the battle against 
inflation is not obvious. 


This inertia in the inflationary process only goes to show the permanence of the 
crisis and the defects in the economic policy decided upon to combat it. In 
fact, the factors which have kept inflation on that high plateau of 14-15 percent 
per year must be sought in four different directions: 


1. In the perceptible flaws in the anti-inflationary policy. The budgetary 
discipline has been broken with a constant deficit, the growing presence of 
which loudly proclaims its aggressiveness in favor of inflation. The monetary 
policy has been left alone, in a solitude that is costly in terms of productio1 
and employment, and of increasing difficulty in terms of procuring better prices. 


2. The inflexibility of the job market structure and that of the market for other 
goods and services constitutes a decisively inflationary factor. The changes in 
real wages have gone beyond the limits set by productivity and the variations 
imposed by the real exchange relationship. That difference between wages and 
productivity, adjusted to the real exchange relationship, has pressured for the 
rise in real costs of labor, becoming a factor for inflation and unemployment. 

It is true that the real costs of labor have stopped growing at the rates that 
they did from 1973 until the Moncloa agreements. Nevertheless, the behavior of 
real wages is still far removed from what OECD calls a "justified wage"; that is, 
the one in keeping with the variations in adjusted productivity, to take into 
account the changes in the real exchange relationship. That difference between 
real wages and "justified wage" still exists, and it is a major factor for 
inflation as well as for unemployment. 


Furthermore, the allocation of the productive resources has been a victim of 
obvious inflexibility, and has caused heavy pressures on costs and prices. 
Examples of that poor allocation are: 


That of agrarian production which receives, by way of regulated prices, favorable 
tax treatment and budgetary subsidies (through the State Budget and Social 
Security), large amounts, upholding production lines and activities which the 
market would not tolerate, with obvious costs for the national economy. 
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That of the industrial sectors in a state of crisis, the continuity of which costs 
very large amounts in government credit and the budget, which only serve as a 
stopgap for intolerable situations, which are given continuity without correcting 
or gearing the productive structure to the new data established by the crisis. 

The situation has reached a point where it has become an urgent necessity to 
submit an assessment of the industrial reconversion process in operative, concrete 
terms, that will make it possible to show the usefulness and the cost of the 
assistance received, and the productive goals that have been attained; because 

the reports available at present have spread the alarm that nothing constructive 
has been accomplished in this area which is vital for dealing with the crisis. 


The productive inflexibility has also resulted from the permanence of the coeffi- 
cients of compulsory investment and the substitution of their reductions by 
privileged networks of the Bank of Spain and government credit. 


That of public spending, particularly that of the costs of transfer of Social 
Security, a matter that our politicians, who were so sensitive to its flaws some 
time ago and who are now so allergic to stating and discussing, seem to have 
forgotten, fearful of thereby eroding their halo of popularity and their elec- 
toral tricks. 


3. The increase in the external component of inflation, maintained by the drop in 
the rate of exchange of the peseta and the existence of the well-known margin of 
protection on the domestic market. 


4, The tax structure and the increases in tax pressure from indirect taxation. 


While those four causes continue to act on inflation, the latter will remain 
firmly entrenched on the plateau of 14-15 percent, attesting to the fact that 
our policy toward the crisis is not efficient. Obviously, this undesirable 
situation could become worse if the attitude of impassiveness and waiting 
continues to affect the public deficit, as it has done during past menths. 


The Public Deficit: a Costly Waiting 


As of 30 April of this year, the deficit in the State Budget, in cash terms, once 
the financial operations were excluded, amounted to 517 billion pesetas, a figure 
nearly double that for the same period of the year before. At the end of May of 
this year, the latest total data published bring that defict to 595 billion 
pesetas. 


The causes for the deficit that existed until April lie in the fact that, while 
payments (1.147 trillion pesetas) have increased 277.8 trillion in absolute terms, 
and 32.4 percent in relative terms, receipts (6.301 trillion pesetas) have done 

so only 4.5 percent (an absolute increment of 27 billion), so that the rate of 
coverage for the payments is only 55 percent. 


The increase in public spending has originated in the large increment in running 


expenses, which have risen at a rate of 52.5 percent, while capital charges have 
declined by 12.2 percent. 
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Three categories fundamentally explain the increase in running expenses: 
a. The pensioners, who have increased 72.4 percent (19.4 billion pesetas). 
b. The interest on the foreign debt, which has increased by 19 billion pesetaa, 


c. The current transfers, which have increased by 236.8 billion pesetas (76.8 
percent), owing mainly to the contributions to Social Seucirty, unemployment and 
autonomous entities. 


The increment that has occurred in the first two categories shows a flawed 
accounting in these operations, which adversely affects the execution of the 
budget. In fact, last year the accounted for payments for the pensioners were 
lower than those which were predictable on the basis of the vegetative increment 
in the number of pensioners and the rise in the average pension; and, during 

the current fiscal year, on the other hand, the reverse phenomenon is occurring. 


Insofar as the interest on the debt is concerned, the increase is due partially 
to the heavy debt that the state is incurring; but the time-lag in accounting has 
an effect on the interannual comparison, because during the first third of last 
year, only 34 million pesetas appeared as paid interest. 


The reduction in capital charges (-12.2 percent) has been due to the transfers of 
capital (-22.5 percent); on the other hand, in the state's real investments, there 
has been an increase of 26 percent, due mainly to the increase in military invest- 
ments (54 percent), because the civilian ones increased only 11 percent. 


The slight rise in income is explained by the reduction in the collection of 
direct taxes (-8 percent), owing to the drop in the general income tax of natural 
persons (-9.8 percent); while the indirect taxes have increased 16.3 percent, 
owing chiefly to the large increases in trade of business firms (+67.1 percent) 
and customs (+44.8 percent). 


If we add to the budgetary deficit the negative result of the extra-budgetary 
operations, the total deficit for the state during the first third of this year, 
excluding the financial operations of the budget and the advances in government 
credit, is 588.6 billion pesetas, with an increase of more than 70 percent over 
the same period of last year. 


The financing of this deficit has been carried out as follows: 


Billions of Pesetas 


en 


Net variation in financial assets -0.7 
Net variation in financial liabilities +10.2 
Foreign loan 15.5 
Repayment of internal and foreign debt -5.3 
Appeal to the Bank of Spain +579.1 


If we add to the appeal made by the Treasury for state operations that made by the 
other entities of public administration, we find that the appeal to the Bank of 
Spain in the first third of 1982 is for 529.2 billion pesetas, based on the 
following list: 
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Billions of Pesetas 


Appeal to the Bank of Spain for state operations +579.1 
\ppeal cto the Bank of Spain for operations with government 

credit +30.0 
Autonomous agencies -12.9 
Social Security -67.0 
Total appeal to the Bank of Spain +529 .2 


In view of these results, what will the deficit in the public administration 
sector presumably be at the end of 1982? The answer to this question must be 
based on recognition of the limited available information on which to base it. 


At the end of April of this year, the changes in the financial activity of the 
state and Social Security were known only in terms of cash, and not of national 
accounting, lacking the data on the autonomous administrative agencies and the 
territorial entities (autonomous entities and local corporations). 


Therefore, making a forecast of what the public deficit, that is, the need for 
financing of all the public administrations combined for 1982, may be, entails 
a great risk, and for this very reason the figure that we indicate should be 
considered only an indicator of the order of magnitude that it might reach. 


Taking into account the results of the changes in the state and Social Security 
activity as of 30 April, after adjustments to convert them into national account- 
ing terms, the foreseeable changes, given the budgets that have been approved and 
those in the process, as well as the performance of the autonomous administrative 
agencies, the autonomous entities and the local corporations in recent years, the 
public deficit, in other words, the need for financing of the public administra- 
tion will be on the order of $90 billion pesetas in 1982, 4.5 percent of the 
estimated gross domestic product for that year. 


This represents an increase of nearly 50 percent in the deficit, with an increment 
of 0.9 points over the GDP. 


Hence, there is no doubt that the Spanish economic trend has a problem with a 
vrowing, peremptory presence during 1982, in the public deficit. This presence 

is disclosed every day, because there is no statement made on the Spanish economy 
which does not alert the public to the dangers of the public deficit and criti- 
cize the government for its responsibility in allowing it. Adding another state- 
ment to the many available on the public deficit certainly is not a unique occupa- 
tion. The Economic Trend Team has already voiced its opinions at length on the 
public deficit on these pages (EL PAIS, 6-12-81 and 13-12-81), when the voices 
stressing its significance were fewer and less unanimous. Those articles certainly 
contained a set of proposals for coping with this major problem and attempting to 
solve it; something which has been neglected by those who are now profusely 
exposing the evils of the public deficit (if it is a great evil, why don't they 
tell us how to cure it?). 


For all these reasons, recalling what was stated then and referring the interested 


reader to the content of those articles, we would now like to add, on our part, 
only three comments on the public deficit: 
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1. The main features which mark the Spanish public deficit have converted it into 
an economic, social and political problem of the first magnitude. Those features 
are four in number: its increasing size in absolute and relative terms, the causes 
which have produced it (an excessive rise in running expenses, impossible to 
finance owing to the increases in taxes), its sudden, unexpected presence through- 
out each year and its predominant financing by the Bank of Spain. None of those 
disturbing features of the public debt has been corrected by the decisions of 

the budget authorities (government and Cortes). On the contrary, those features 
have been accentuated. 


2. The economic effects of the public deficit are evident in the level of infla- 
tion for a twofold reason: they impede the implementation of the monetary policy 
and they worsen its flaws (the monetary policy cannot reasonably foresee the 
sharp fluctuations in the public debt throughout the year, and will only offset 
its increase in a costly way); while the low quality of the public spending that 
the deficit is financing also worsens the inflation (through another means, that 
of low productivity and inefficiency). 


3. To blame the government or the public sector for the public deficit, as has 
usually been done, is an unacceptable claim. It is the organized society which, 
through its representatives, decides on the public expenditures and revenue, and 
chooses the deficit. The pressure from the different social groups to benefit 
from the budget is a reality on which the treatment of the public deficit must be 
based. Without accepting that social responsibility for the public deficit, it 
will be impossible to cure. It is the government's role to demand that assistance 
from society and to channel it institutionally; something which the government 

has not done, and for which it is, indeed, responsible. 


The ‘Wait and See’ of Investment 


The current crisis is primarily a crisis involving savings and investment. When 
one views the performance of the economic indicators, the most distressing aspect 
is shown by those recording the progress of Spanish savings and investment. 
Family savings have declined by 37 percent; public savings are virtually non- 
existent, 0.6 percent of the GDP, while at the beginning of the crisis they 
accounted for 4.4 per cent of the GDP; and the savings of business firms now 
stand at 11.1 percent of the GDP, as coipared with 11.9 percent in 1973. 


During the years of crisis, investment has declined, dropping from 23./7 percent 
of the GDP in 1973 to 20.2 percent of the GDP in 1981. Moreover, there is no 
diagnosis of the crisis that does not stress the strategic importance of invest- 
ments as a critical lever for extricating the economy from the situation in which 
it finds itself, and as the only reliable and enduring alternative for creating 
jobs. For this reason, asking about the fate of investments this year is a 
critical question which does not affect an incidental or circumstantial situation 
of 1 year, but rather a performance of vital importance in judging the future of 
the economy. 


Now then, unfortunately, the answer to this vital question is not favorable. The 
most recent data tell us that investment declined in 1981, as compared with 
1980 (nearly 6 percent); and they also indicate that the most favorable 


19 

















performance was shown in the capital goods sector, with a 5 percent increment in 
real terms over 1980; an increment underlying which have been the public invest- 
ment programs (energy, transportation, RENFE [Spanish National Railroads]). The 
1982 data confirm the slowdown on the index of capital goods begun in August 1981 
(12.09 percent increase in August 1981 and 6.55 percent in February 1982, both 
figures over the same month of the year before); which, if nothing happens to 
change that tendency, will reduce the contribution this year of the most dynamic 
component of investment in 1981. 


So, we shall experience in 1982 another year of weakness in the savings-investment 
processes, a weakness caused by the widespread attitude of "wait and see" that 
prevails in the investment processes and that has underlying it undeniable poli- 
tical and economic causes. Among those causes, it is important to have an 
emphasized concern for a situation which is as well known as it is important. 

We are referring to the interference of the political time and the economic time, 
which constitutes the major weakness in the political transition and one of the 
causes that have most eroded the legitimacy of the democratic regime. In fact, 
the available horizon for planning investment decisions must be postponed; there 
is no process for maturing investments taking less than 4 years. And from that 
horizon there have been no provisions for the economy, because significant events 
of a political nature have limited its duration. The fact that business firms 
used to an atmosphere of certainty and security in the political and economic 
data during the long period of world prosperity from 1959 to 1973 have lost their 
economic certainty on account of the crisis should, perforce, change its perfor- 
mance; but if we add to that economic change (imposed by the crisis) the uncer- 
tainty entailed by the political change, we shall have the basis for the start 

of the deepseated crisis in the investment processes. 


The fact that, at present, it is not known (by anyone) whether or not it will be 
possibl2 to approve a budget for 1983 shows the poverty of time in which we are 
situated. Who would invest under these conditions? Our politicians would do 
well to evaluate the serious consequences of that question about the legitimacy 
of the weak Spanish democracy; a question the mere statement of which should 
concern every responsible citizen. 


1982: The Exporting {[s Not Waiting 


With so much waiting time as our economy has now accumulated, it is gratifying to 
note that there are Spaniards who are not waiting,but rather accomplishing the 
most difficult economic business: exporting. In fact, for once the data are 

a relief in this respect. During a year such as 1981, with zero growth in world 
trade, Spanish commodity exports increased 7-8 percent in real terms, and those 

of goods and services by over 8 percent. 


This performance has continued this year. The latest figures (March 1982) put 
the rate of coverage of commodity exports at 66.17 percent, 6./1 points above 
the figure a year ago. Exports of services appear to be proceeding in the same 
direction, as proven by the data available on their leading category: tourism. 


That economic policy favoring exports coincides with the one which should favor 


investment, and this mutual reinforcement is a major reason for demanding its 
adoption. 


20 











On the other hand, the good exporting results should not be considered net gains 
arriving to reinforce our savings, but rather what they really are: short, 
encouraging but limited aid to reduce the external deficit and limit the foreign 
debt. The fact that we have closed 1981 with a balance of payments deficit in 
current account of $5.041 billion and a foreign debt of $27.205 billion, with a 
service on that debt that iscostingus 19.8 percent of our exports of goods and 
services, indicates to us the tremendous exporting effort that awaits us if we 
want to bolster continued economic growth without the shocks that this deficit 
could cause; a growth that will lend firm footing to a realistic employment 
policy. The hope is that the policy made with this purpose of aiding our exports 
will have to its advantage exporters who will make use of it without costly 
waiting or delays. 


The Society's Confrontation With the Economy 


What the Spanish economy needs and requests in 1982 will not be provided to it 
by either the international economy nor internal policy. The economy of the 
large industrial countries (particularly that of the United States) will impose 
slight development, increasing unemployment and an atmosphere dominated by 
financial tensions and upsets in the rates of exchange, conditions which are 
hardly conducive to achieving the adjustments that the Spanish economy has yet 
to make. 


The internal policy, dominated by the proximity of the general elections, does 

not afford an opportunity for determining and applying the complex economic policy 
that, if it has a sufficient time horizon and the necessary strength, will be 
capable of reducing the uncertainty and avoiding the costly waiting situations. 


This atmosphere, caused by the foreign economies and the chronology of our own 
policy, has created serious risks which we must realize and accept. In this 
situation, three criteria should shape the Spanish society's confrontation with 
its economic problems: 


1. Giving absolute priority to the fulfillment of the constitutional rulings that 
regulate our political coexistence. The economic situation is serious, but any 
attempt to complicate it with pseudo-solutions based on technocratic action would 
be far more so. Perhaps it is a fact today that the main political problem in 
Spain is the economic one; but it should be clear that the only solution to 

that problem must be found in the policy of democratic pluralism set forth in 

our Constitution. 


2. Reaching the forthcoming election with the least mortgages and the greatest 
possibilities for the future should constitute the immediate goal of the economic 
policy. The greatest risks lie in the deterioration of the already weakened 
internal balances (that of prices and that of the budget), and in the worsening 
of the conditions of competition and erosion of the external position. To 
confront those risks, it appears necessary to devote the greatest possible 
determination to the battle against inflation (attempting not to increase our 
inflation differential with OECD), to the curbing of the public debt (by all 
means), to the fulfillment of the plans of the monetary policy and to taking 
advantage of the export opportunities, liquidating the balance of payments with 
the smallest possible deficit. 
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3. kstablishing an economic policy that will address the serious Spanish problems 
and, avoiding dogmatism in overt contradiction to the facts, will pledge precise, 
workable measures and lines of action which recognize the costs and sacrifices 
demanded of the society and which attempt to distribute them equitably, must 
constitute a fundamental part of the programs of the political parties for the 
forthcoming elections. 


That economic policy which the country is awaiting will demand time, perseverance 
and sacrifice of Spanish society during the coming years. It would be desirable 
for it to be selected carefully and administered correctly. 


The Inflation Differential (7%) 
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Inflation differential. Inflation is the most preceptible sign attesting to the 
presence of the current crisis, and the success or failure of the economic policy 
in handling it. To reduce the margins of inflation differential should be a 
priority goal of the Spanish economic policy, because unless it is attained, no 
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other will be possible. The graph shows the considerable effort that the Spanish 
economy has expended during the period 1977-81 to reduce the inflation differen- 
tial. The policy on income started by the Moncloa agreements, which was continued 
by the AMI [Interconfederal Standard Agreement] and ANE [National Agreement on 
Employment], and the discipline maintained by the monetary policy, have made it 
possible to achieve that goal. However, since the end of 1981 and the beginning 
of 1982, the inflation differential has appeared to be widening. Preventing the 


inflation differential from increasing should be a priority goal of the economic 
policy. 


Public and External Deficit 
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Key: 

L. Amount of the GDP 

2. Public deficit 

3. External deficit 

4. Amount of imbalances 


Public deficit, external deficit and amount of imbalances. During the current 
crisis, the Spanish economy has been dominated by the presence of two imbalances: 
in the public deficit and the external deficit. The public deficit began in 1976, 
and, with the exception of 1978, has continued its increasing progress that has 


23 








been impossible to stop. The external deficit, which became worse during the 
perlod 1973-77, changed its behavior sharply in 1977-79, as a result of the 
implementation of the economic policy of the Moncloa agreements. The second 
energy crisis, in 1979-80, increased this deficit, which seems to be declining 
during the current fiscal year. The amount of those two imbalances eloquently 
demonstrates the difficult situation in which the Spanish economy will find itself 
at the end of this year. 
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ECONOMIC SPAIN 


ADMINISTRATION SEEN FLOUNDERING AS ECONOMY WORSENS 
Madrid ACTUALIDAD ECONOMICA in Spanish 10 Jun 82 pp 16-19 
[Article by J.M.V.: "The Tragic Economic Week"] 


[Text] Inflation is growing, unemployment is increasing, the budgetary deficit 
has been triggered....In the final phase of the legislature, the government 
appears to have lost control of the main bulk of the economic policy. And in 

the economic vice-presidency itself, certain ministries are being charged with 
part of the blame. What achievements will the government offer to the electorate 
in the next general elections? 


The results of the government's economic policy will, rightfully, cease to rank 
among the hypothetical reasons for supporting the UCD [Democratic Center Union] 
electoral offer in the forthcoming general elections. The impossibility of 
meeting the goals of the macroeconomic framework established by the government 
for 1982 will entail the disappearance of one of the main tricks that the govern- 
ment party could play to attract votes in the next electoral contest: that of 

the success of its battle against the effects of the economic crisis. 


Like the balladeer's thin dog, the UCD of today is not only suffering from the 
political anemia of its recent electoral defeats in Galicia and Andalucia, but 
must also withstand the stings of an economic situation which does not warrant 
predicting an economically happy year's end. With 7 months ahead until that 
end, the government will not be able to keep its major economic promises: to 
turn around inflation, to halt the wave of unemployment and to prevent the 
public deficit from becoming excessive. 


During the first week of June, pessimism was the prevailing mood in the upper 
echelons of the economic ministries. The widespread impression that the economic 
battle was being lost was heightened as new data appeared, one after the other: 
At the end of the first quarter, the official lists on unemployment contained 

1.8 million names, and the public deficit reached nearly 426 billion pesetas; 

and in April, inflation gained 1.3 points. 


Bad Economic Note 


The perplexity of the government's economic team reached even higher levels on 
1 June when the General Directorate of Economic Policy and Estimates, headed by 
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Anselmo Calleja,stated in its NOTA ECONOMICA that, in the comparison between the 
state's income and expenditures, "one clearly observes the inability of that 
income to cope with the irresistible upward trend in expenditures"; also stressing 
that "the transfer of large amounts of payments to subsequent fiscal years will 
become a practice that is no less reprehensible because of being customary." 

NOTA ECONOMICA declared verbatim that this behavior indicates "to a large extent 
the flawed performance of the previous budgets." 


The data backing these statements were disturbing: At the end of the first 
quarter of the year, the budgetary deficit amounted to 425.722 billion pesetas, 
419.546 billion of which had been covered by printing paper money, with recourse 
to the Bank of Spain. The financing through the budgetary income totaled 6.226 
billion. The acknowledged obligations during the first 3 months represented an 
increase in expenditures of 38.5 percent for the current budget, which, according 
to NOTA ECONOMICA, was "very high and disturbing if one notes that it was due 

to a 50.6 percent increase in running expenses, offsetting the 15.8 decline in 
capital charges." 


The spark had caught fire. Although the head of the Department of Economy and 
Commerce, Juan Antonio Garcia Diez, never explained his department's position 
regarding the note emanating from one of its General Directorates, all political 
circles were unanimous when it was time to describe it as an "operation of 
punishment" against the Finance Ministry. Experts close to the government party 
expressed amazement at the fact that two ministries supposedly related in their 
Centrist tendencies should declare war so overtly. | 








On 3 June Jaime Garcia Anoveros, at a press conference, refused to make any 
political remarks concerning the matter, and referred to the "mea culpa" [my 
fault] uttered by Anselmo Calleja the day before. In his correction, Anselmo 
Calleja declared: "There was never, in the note, the slightest intention of 
criticizing the performance of the Finance Ministry, because, of course, this 
is not within its authority (that of the General Directorate of Economic Policy 
and Estimates), in addition to which there was no reason for it." A spokesman 
for the economic vice-president told "A.E." that the general director had not 
sent copies of his NOTA ECONOMICA to the head of the ministry, without explaining 
whether the general director's statements had been made with Garcia Diez' 
consent. 


The Finance Ministry Technique 


This is not the first time that the Finance Ministry has been criticized for the 
mechanism of budgetary income and payments. On more than one occasion banking 
circles have admitted that the maintenance of the amounts of the public deficit 

at the Limits desired by the Finance Ministry was based more on the virtues of 

an accounting technique expert at deferring payments than on the real computation 
of income and expenditures for the fiscal year. The problem was that, this time, 
the criticism was coming from the ministry responsible for coordinating economic 
policy; in other words, from the one chiefly responsible for those budget account- 
ting systems that were so harshly criticized in NOTA ECONOMICA. 
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The political significance of the matter was mitigated by the non-belligerent 
position of the Treasury entity. Minister Garcia Anoveros replied to general 
director Anselmo Calleja: "It is logical for certain obligations to await payment 
until the next fiscal year, but they must be offset by the payments made for 
obligations of the previous fiscal year. All this is due to the mechanisms 
stemming from the budgetary technique that is currently in effect in our country, 
and by no means to the cherished, conscious decision by the financial authority 
to transfer the deficit from one year to the next. Hence, it is completely 
untrue that if the payments during the first third of 1982 occur at a high rate 
this is due to the transfer of payments from the preceding fiscal year." 


Nevertheless, the arguments used by Anselmo Calleja in his "involuntary" criticism 
of the Treasury entity's performance are not exclusive. The May report of the 
Spanish Confederation of Savings Banks [CECA] put the budget deficit for the 

first quarter at 330.741 billion pesetas, with a increase in deficit for March 
alone of 90.6 percent in relation to the previous month's figure. CECA took 

as a reference the amount of the budget deficit for the first quarter of 1981 
(202.280 billion pesetas), to emphasize that the increase during the same 

period of the current year (63.5 percent) is "sufficiently illustrative, owing 

to its amount, of the accelerated rate at which the gap between public spending 
and income has been increasing during the months that have elapsed in 1982." 








Everyone Against Finance? 


Some sources queried by "A.E." have cited the possibility that NOTA ECONOMICA 
may have wanted to divert the attention of political and economic observers to 
the poor results of the economic policy being coordinated (?) by Garcia Diez. 
Banking circles described the note from Anselmo Calleja and its subsequent 
correction as another sign of the tendency that prevails in the administration 
not to feel responsible for its own actions. 


This claim may be directly related to the lack of official explanations for the 
latest reported results of the consumer price index and the unemloyment rate, 
which have exceeded all predictions made by the government at the time of the 
signing of the National Accord on Employment. "Is Finance the scapegoat for 

an economic policy that has registered a cumulative inflation rate of 5.2 percent 
during the first 4 months of the year? 


After the paradoxical adjustment of the CPI during March (it apparently had to 
have been Garcia Diez who discovered a wrong calculation in the index), it may 
be stated unequivocally that, at the moment, the government is losing the battle 
ayainst inflation. In absolute terms, prices are only 0.9 points from that 

6.09 percent limit on the basis of which the wage revision for the second half 
of the years was agreed upon in the ANE [National Agreement on Employment]. The 
top-ranking businessmen share this theory and think that, by the end of the year, 
inflation could exceed 13.5 percent, without precluding the possibility that the 
wage acceleration of the second half may again prompt an acceleration in prices. 
However, the CEOE [Spanish Confederation of Business Organizations] estimates 
seem moderate. Sources close to the administration cite the existence of an 
ever-increasing abyss between the European and Spanish inflation rates. Accord- 
ing to OECD [Organization for Economic Cooperation and Development], during the 
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6 months which ended in March, Spanish inflation stood at 8.6 percent, as compared 
with an average of 4.9 percent for the EEC countries. At the end of March, the 
rate of increase in Spanish prices (according to NOTA ECONOMICA) stood at about 

'4 percent per year, in contrast to 1l percent for EEC. These data confirm the 
latest report from OECD, which stated that, in December 1981, the annual inflation 
rates for Spain and EEC were separated by 3.1 percentage points (14.6 percent, as 
compared with 11.5 percent); but in March 1982, the gap had reached 3.7 points 
(8.6 as compared with 4.9 percent), with an increase of six tenths that is highly 
significant from any standpoint. 


The Unemployment, Irresistible 


The virulent attack of prices is not the only symptom that warrants pessimism in 
the forecast of the annual results of the economic policy. The CECA bulletin 
itself states that, "With the available information, it is difficult to claim 
that a steady process of economic recovery has begun.” 


Unemployment, another priority target in the government's economic policy, is 
increasingly irresistible. It is true that there has been a partial curbing of 
last year's rate of increase, but there are but few analysts who doubt that the 
figure of an additional 100,000 unemployed \.11l1 be reached by the year's end. 

In March, the official lists showed 1.8 million jobless and, according to CEOE, 
by the end of the year the rate of unemployment among the active population will 
reach the record figure of 16 percent. 


The situation is continuing to deteriorate. Nothing warrants the expectation of 
even slight success in the policy of creating employment contained in the ANE 
(300,000 jobs), but rather quite the contrary: The CECA bulletin declares: "The 
obvious recovery in the investment cycle that has been occurring since mid-1980 
is showing a tendency toward exhaustion during the months of 1982 that have 
elapsed. From interannual rates of increase on the industrial production index 
for capital goods exceeding 10 percent registered until the beginning of last 
fall, there has been a decline to nearly half." 
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ECONOMIC SPAIN 


DECISIONMAKING INERTIA RESULTS IN UNCERTAIN ECONOMIC FUTURE 
Madrid EL PAIS in Spanish 20 Jun 82 pp 44,45 
[Unattributed article: "Waiting for a Godot Who Does Not Come"] 


[Text] Spain's economic situation, Part I. The economy does 
not bet on the future. The Spanish economy at this time is 
characterized by a situation of uncertain expectation and 
scant results. The various protagonists involved in economic 
activity seem to be waiting for a Godot who does not come-- 
just like the characters in the play by Samuel Beckett. The 
Godot everybody is waiting for is not the same personality 

in all of the economy's scenarios. The factors of uncertainty 
and expectation prevail over willpower and especially over the 
effective power of the administration's economic policy in an 
effort to change these attitudes and the ways of behavior of 
the economy's agents. There is no power to do what has to be 
done even though we know what must be done. Many decisions 
require a social and political accord which nobody wants to 
arrive at so as not to lose his electoral trump cards. In 
this environment, the economy's agents remain stuck in the 
inertia of a clean present and they refuse to bet on a future 
which they do not see with sufficient clarity to provide moti- 
vation for the changes that are required and that are urged 

by the necessities of national economic policy. Analyzing the 
consequences of that attitude within the Spanish economy's 
scenarios is the job of the economic team directed by Profes- 
sor Fuentes Quintana and consisting of professors Barea Tejeiro, 
Lagares Calvo, and Raymond Bara and the economists Julio Alcaida 
Inchausti, Jose Garcia Lopez, Miguel Valle Garagorri, and Jose 
Maria Perez Blanco. 


In some cases we are waiting for the announced recovery of the international 
recovery--although this has not yet happened--fully confident that prosperity 
from the outside will also bring prosperity to Spain. In other cases, people 
are waiting for more political certainty in order to venture, to risk, and 

to invest and that necessary political certainty however faces the unknown of 
the general elections and that in turn postpones to the future the investment 
decisions as part of a prolonged 'wait~and~see" attitude before doing any 
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investing. The variable represented by the weather also appears among the 
uncertain tacts along with the desire to make sure that this period of wait- 
ing will be expressed by better results than the poor and varied results which 
farm output seems to offer today; this of course is an important scenario in 
times of crisis when it comes to adding up the results of the economic year. 


Any attempt to understand and explain the Spanish economy's situation must 
start with the decisive fact of the international economic situation, espec~ 
ially a knowledge of the situation experienced by the big industrial countries 
with which the Spanish economy maintains close relationships of interdepen- 
dence. Whether we like it or not, this fact constitutes a guideline on top 

of which one must write the daily record of the Spanish economy. The times 
when the weli-known opinion of Cambo was valid are gone forever. He said: 
"The Spanish economy never suffers the acute crises such as those that take 
place from time to time in the stronger, richer, and more advanced counteries. 
This is due to the fact that Spanish economy's structure is based on small 
units and moreover it almost completely and solely depends on other countries 
for a limited quantity of products. In this way, external factors have very 
little influence in Spain. The sunshine and the rain are the most important 
factors." 


Today, the situation is the exact opposite. The Bank of Spain underscored 
this with great accuracy in its report on the Spanish economy for 1978: "The 
Spanish economy's possibilities and prospects are closely tied to the func- 
tioning of the international economy and very particularly to the European 
industrial economies. Spain's economy is connected to the industrial econo- 
mies not only through foreign trade transactions but also through the same 
basic problems and the development of the state of business expectations as 
well as general social-economic attitudes." In other words: The economic 
situation of the big industrial countries is Spain's economic situation; their 
expectations are Spain's expectations; their problems are those which Spain 
faces from the very beginning. To those general problems--which determine 
the Spanish economy's vitality--we must add Spain's own problems, that is to 
say, the differential Spanish problems; but the list of those domestic prob- 
lems must start with a knowledge of the international situation. 


This is why any analysis of the Spanish economic situation, which seeks to 
identify the specific moment we are experiencing now, must answer une obliga- 
tory initial question: What is the international economic situation? Are 
the economies of the industrialized countries, with whom Spain has relations 
and which influence us, working or are they not working? These questions, 
against the background. of interdependence which influences Spain's economic 
life, justify the permanent and attentive look to the outside world. 


Well, now, what do those results of the economic situations of the big indus- 
trial countries tell us? 


That foreign economic situation--the first factor that determines the domes- 
tic situation--today presents to us two bits of news of utmost importance 
which no country's economic policy can forget. 
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1. The 1981 results will not be improved in 1982. Predictions point to the 

year as a period of poor output increase, growing unemployment, a slow decline 

in the rates of inflation, and improved balance of payments, with a slight 
recovery in world trade. The data expressing these predictions by the OECD 

and the IMF are quite revealing: 0.3-0.8 percent PIB [gross domestic product] 
growth, 8.5-8 percent unemployment rate, 8.5-7.5 percent inflation rate, change 
to a positive balance of payments ($15,000-$21,000 miilion), and 2-percent yrowth 
of world trade. 


According to the predictions, the year 1983 will be better; for that year we 
are supposed to have a PIB growth of 2.5-2.8 percent, with reduced inflation 
(7 percent); that improvement however, will not affect the alarming unemploy- 
ment figures which will be at 8.8 percent of the active population (31.4 
million unemployed). 





Saying that these results are poor will not improve them of course although 
this would be an adequate description; but perhaps it would be more descriptive 
and useful to say that this body of statistics does define the economic situa- 
tion of the 1980's since they are the direct and not accidental consequence of 
a combination of facts and relationships that currently dominate the interna- 
tional economic situation. 


The presence of these facts and relationships constitutes a premise for the 
Spanish economic situation. We must not expect the foreign situation in 1982 
to help the domestic economy. Neither the growth rates, nor the unemployment 
situation will improve for that reason. The expectation of international eco- 
nomic recovery will have to stretch out for another year. As the old refrain 
goes, "The heart and the soul suffer when you have to wait too long." It 
would be desirable for the first part of this refrain to be not as certain as 
the second part. We waited in 1981 and we will have to continue to wait in 
1982. The announced foreign recovery has not yet come. 


2. The year 1982 thus looks like a year of waiting and consolidation of the 
economy's balances. The word "and'' is important here. The situation of the 
various economies and the interplay of interdenendence in the international 
economy leaves very little room, if any, for a national policy aimed at econ- 
omic reactiviation. It is not possible to improve the poor output results 
without reducing inflation and without improving efficiency in the employment 
of available resources. Inflation complicates all problems encountered in 
this crisis and does not settle anything (the disclosed assertion of "more 
employment, even at the cost of more inflation" is a Third Worldist slogan 
capable of fooling only a country dominated by economic illiteracy. As French 
Socialist Minister Fabius said recently: "One point less in inflation is one 
more possibility for jobs"). Overcoming the crisis also means that we must 
gain efficiency in the allocation of production resources by implementing an 
adjustment policy. Current economic times therefore are times of perseverance 
in economic recovery and production adjustment measures. These are times 
which require responsibility, patience, and courage on the part of those who 
interpret the country's economic policy (businessmen, labor unions, workers, 
and politicians) and those who run the country's economic policy (government 
officials. Disregarding those principles, forgetting the demand for economic 
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‘ability and chticicacy, and seeking to remedy the unemployment situation 
through an autonomous and national revival of the demand is something that 
will have to be paid for very dearly by the country that allows its politi- 
cians to make that irresponsible decision. If recent history is good for 
anything at all, it is to demonstrate the failures and the costs of such ad- 
ventures which are aimed at speeding up national spending even though this is 
done with the best intention of helping low-income population segments with 
their consumption. It must be clear that anybody who today says that he 
relies on a rapid, easy, and popular remedy for our limited growth or for our 
growing unemployment is spreading a message that flies in the face of the 
facts. 


1982: Year of Poor and Debated Results 


The Spanish economy's current year is marked by the following two basic facts 
in the international economic situation. We must not wait for some positive 
achievements which are far removed from those stated by the industrial coun- 
tries and we should not accept some negative results that are far removed 
from the prevailing results in those economies. This twin statement might 
offer the content for the 1982 economic year. 


The first part of that statement deals with the anticipated positive results 
for 1982 and already during this fiscal year, as it did in earlier fiscal 
years, triggered a discussion which threatens to become a topic of permanent 
controversies concerning economic situation studies. We are talking about 

the growth rate anticipated for 1982. The magic figure of 3 percent PIB growth 
rate, which was circulated, was quickly reduced to 2.5 percent--above all after 
the announcement of the results of the industrial output indexes at the begin- 
ning of the year. In its report on Spain, the OECD talks of 2 percent and 
there are those who doubt that figure and point to a figure of 1.5 percent as 
the probable PIB [GDP] growth rate in 1982. Discussing these figures reason- 
ably is an impossible job in this month of June and it is a rather useless 

task for any month of the year. As a matter of fact, as of June, we do have 
the data for the first 2 months of industrial output, for the first quarter 

for entrepreneur opinions in industry and some indicators on services, elec- 
tric power output and demand, as well as tourist movement until May. 


Talking about these figures in 1982 becomes an exercise in guessing in which 
temperament, interests, and passions of those who analyze the economic situa- 
tion carry much more weight than the statistics on available observations. 

In noting these observations, we must above all look at the dominant inertia 
in production and national spending, both of which in any case hint that 
production results will be poor in 1982. The year's bad beginning seems evi- 
dent and so is the relative improvement in business expectations and opinions 
as revealed by the industrial situation survey. However, the dominant note 

in production performance is its asymmetry. The performance of primary produc- 
tion (agriculture and fishing) of industry and the services is different and 
this is also true of the production subsectors which make up these three major 
yroupings which summarize national economic activities. 
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Uncertainty in Agriculture 


From the agricultural viewpoint, the year 1982 features particular uncertainty 
and this goes so far that the exact opposite estimates were made possible due 
to the change in circumstances deriving from the change in the weather. 


From a pessimistic prediction springing from the continued drought in autumn, 
we went on to the formulation of optimistic predictions, primarily for vege- 
table production, based on winter rainfall and first of all on weather fore- 
casts for the first part of the spring. 


These forecasts unfortunately did not come true concerning precipitation so 
that we had a spring whose first 2 months proved to be one of the driest per- 
iods in recent years; along with the certainly belated frost in May, this 

led to a new pessimistic forecast which once again was revised because of the 
rain that came early in May. 


In terms of certain facts we must list the losses due to frost in horticultural 
and fruit cultivation output in the middle Ebro Valley, both Castillas and Gal- 
icia, the cereal harvest loss primarily in the Duero Valley; the general ab- 
sence of spring pasture land; the general delay in the harvesting which was 
especially obvious in early truck gardening and fruits. Overall, these certain 
losses have been estimated at around 4-5 percent of farm output. 


Looking again at estimates, we must note certain hopes in summer crops many of 
which right now do not look beyond recovery, as well as the possibility re- 

cently confirmed by government officials that water reserves might be enough : 
for the irrigable land surface. 


In any case, we cannot at this time come up with an estimate for the 1982 farm 
results that would be in line with the opposing extremes unless we were to say 
that growth would be rather poor (1-2 percent) compared to the low level 
achieved in 1982 [as published]; of course, significant changes might still 
take place in the results in one direction or another. 


The effects of the unequal but poor achievements in agriculture will be ex- 
pressed in the Spanish economy in two important areas in times of crisis: 
In prices and in foreign trade. Concerning the first effect, we would like 
to refer the reader to what we will be saying in a coming article about the 
1982 inflation estimates. With respect to the deficit in the agrarian bal- 
ance, we must expect that it will reach big figures. 


Fishing looks worse than farm production; fishing is the sector which together 
with farm production makes up primary production. Fishing output shows an 
increase of 25.5 percent over the 1981 figures and this is based on the statis- 
tics for the first quarter in terms of fish actually brought in. 
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Industry Situation 


It is difficult to come up with an up-to-date review of the industrial situa- 
tion in 1982. While the analysis is based on available industrial output 

data, perhaps the most revealing profile can be obtained from a picture of 

its performance during the crisis and its immediate variation in 1981. That 
pictures tells us that only eight sectors held on to their favorable positions 
during the years of crisis and in 1981; they are those tied to energy genera- 
tion (mineral coal, electric energy, and gas), mining (metallic and nonmetal- 
lic), food, beverages, and tobacco, the leather industry, the chemical, rubber, 
and plastics industries. 


Those people who believe that things have not changed compared to 1981 and 
that industry's situation presents a negative panorama cite the movements of 
the industrial output index (both the general one and the component made up 
of consumer goods and semifinished goods) revealing negative rates when com- 
pared to the corresponding figures during the same month the year before as 
well as in terms of the year-by-year growth. 


Looking at capital goods, the increase over the same months the year before 
continues to be negative and, even though the year-by-year growth is positive, 
it shows a decline starting in August 1981. 


If we add all of these figures, we could come up with some information for 
1982, guessing that it would be a year that shows up among the output results 
of the 1980's as a ceiling year with a rate of 2 percent and a bottom repre- 
sented by zero growth. Above that floor we have all of the predictions and 
they are very poor in number above 2 percent. Those people who do not want 
to take any risks only add imprecision to the prediction and talk in terms of 
a growth rate of around 2 percent of the PIB; the more op-imistic individuals 
push that figure up (2.5 percent) and the more pessimistics ones push it 

down (1-1.5 percent). 


None of these economic growth figures predicted for 1982 will solve the unem- 
ployment problem. The most negative fact in the current economic situation 
undoubtedly relates to the figures on the active population, to employment 

and unemployment, within the Spanish economy. The latest active population 
survey covering the first quarter of this year shows that there were 2,062,000 
unemployed workers (15.9 percent of the active population). The 1982 active 
population survey data, in addition to this bit of negative news, offer other 
new points which are important to comment on, 


1. The trend toward a decline in the Spanish population growth rate in the 
working age group. 


2, The decline in the active population stopped as of the third quarter of 
i981. That drop was explained by difficulties in getting the first job and 
that created a rather discouraged population segment whose members did not 
show up in the active population figures or in the unemployment figures. 
That situation has ended now. 











3. Unemployment has gone up in Spain for those people who are trying to get 
into the labor market for the first time and for those who lost their jobs. 
In recent years, the decline in the employed population has been spectacular; 
this decline has tended to shrink progressively by virtue of the data for the 


last five quarters. 


4. The development of the wageearner situation in 1981 and 1982 has been par- 
ticularly significant. The wageearning population revealed a changing trend 
during the first quarter of the current year since there was an increase in 
paid employment over the fourth quarter of 1981, a rather hopeful figure in 
the minds of some people who thought that it expressed the beneficial effects 
deriving from ANE [National Employment Accord] upon employment. 


There are no immediate or brilliant answers to this painful problem. We need 
expensive and persevering efforts which will look toward the place where the 
Spanish economy's future is decided. 
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Indicator of Climate in Spanish Economy (Mobile Annual Average) 


Economic Climate Indicator 


This indicator--which is used by the EEC--is prepared on the basis of an in- 
dustrial situation survey (in the Spanish case, the survey by the Ministry 

of Industry among businesses) using their responses to two different questions: 
ixpectations as to the future development of production and the total inventory 
of finished products. The difference between positive and negative responses 
is the one which the index shows for its annual mobile average values. Its 
proyress enables us to figure out how the Spanish economy performed during the 
period of 1978-1982, below the zero line: The negative responses dominated 
over the positive ones throughout the entire period, as testimony of the crisis 
situation, although we can detect a relative recovery in 1978 and a decline in 
1979-1980 as a consequence of the second energy crisis, followed by slow re- 
covery in the economic situation at the end of 1981, continuing with some hesi- 
tation in 1982. This performance is very similar to the European economic cli- 
mate. The main difference resides in the fact that Spain's recovery in 1978 


was less pronounced than the European one and the 1979-1980 decline was also 
less intensive. The slow recovery in 1981-1982 emerged both in the European 
economy and in the Spanish economy. 
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ECONOMIC SPAIN 


UNEMPLOYMENT CONTINUES STEADY RISE 
Madrid EL PAIS in Spanish 4 Jun 82 p 55 


[Text] During the first quarter of 1982, Spain had 2,062,600 
unemployed; this is based on initial data under the EPA 
(Active Population Survey) prepared by the INE (National 
Statistics Institute). The data for this year's first quar- 
ter cover the population of 16 and over and indicate an un- 
employment rate of 15.92 percent of .e active population, 
with about 74,000 more unemployed when compared to the prior 
quarter. 


If to the unemployment figure in the strict sense we add the figure for part- 
time employees, then the total number of unemployed would come to 2,136,200. 
Although it is true that the 2-million unemployed figure has been topped for 
the first time in history, we must note the positive fact that there was an 
increase in the active population during the quarter in question when com- 
pared to the prior period of time under investigation and that increase was 


0.29 percent. 


The specific statistics provided by the INE are as follows: 12,956,200 act- 
ively employed persons, subdivided into employees in the strict sense cof the 
word with 10,820,000, while 73,600 are part-time workers and 2,062,600 are 
unemployed. 


The employed wageearning population comes to 7,678,900 persons, with an in- 
crease of 20,400 over the preceding quarter. When deducted from these figures, 
we tind that the actively employed individuals represent 34.05 percent of the 
total population while the unemployed account for 15.92 percent of the total 


population. 


Broken down by economic sectors, unemployment is distributed as follows: 
Agriculture with 122,000; industry with 379,200; construction with 382,500; 
services with 431,700; and persons seeking their first job with 747,100. 


ANE Implementation 


In relation to the preceding quarter there was an active population increase 
of 0.29 percent and an unemployed increase of 3.74 percent. The most 
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significant increases in unemployment were found in construction and agricul- 
ture (respectively, 8.63 percent and 8.44 percent); looking at persons in 
search of their first job, there was a decline in unemployment by 0.33 per- 
cent. 


These statistics give us a rough idea of the degree of implementation of the 
ANE (National Employment Accord) concerning newly created jobs. Section 1.1 
of the ANE says that "the administration, by virtue of this accord, will in- 
stitute an economic policy which will implement the pledge of maintaining the 
same total wageearning population as of the end of 1982 which existed at the 
time this accord was signed" (on 5 June 1981). "This pledge implies an esti- 
mated jco creation requirement on the order of 350,000 new jobs to make up for 
the possible «ecline in employment during this period of time." The figure 
for persons unemployed as of the second half of last year until the first half 
of 1982 has already been increased by 279,000, which of course is an estimate, 
although it would be correct to compare the active population during the 
second quarter of 1981 and the last quarter of tho current year. 


Active Population Increase 


On the other hand, the INE for the first time estimated the development of 
the unemployment situation on a month-by-month basis, giving the following 
sequence: January, 2,057,000 persons unemployed; February, 2,090,000; and 
March, 2,027,000. As for actively employed persons, the development was as 
follows: 12,935,100 persons, 12,964,900, and 12,945,000. 


Some analysts in the Ministry of Economy gave this periodical a rather posi- 
tive estimate to the effect that the active population grew by 0.29 percent 
(37,300 active individuals); in other words, 44,100 active individuals more 
than during the same periods of time in 1980. This growth was irregular; 
while the figure for the men grew by 0.32 percent (29,400 active individuals), 
the figures for women went up only 0.21 percent (7,800 active individuals). 


As tor persons employed in the strict sense of the word, they went down 0.26 
percent; in the opinion of these sources, this signifies "the reflection of 
a slowdown in the unemployment drop" because during the same quarters of the 
preceding year this decline was 98,100 employed persons, giving us a higher 
percentage. 


The geographic distribution of the unemployment situation was also emphasized 
here. Here are the provinces with the highest unemployment rate: Seville 
(26.0 percent), Cadiz (23.8 percent), Granada (23.7 percent), Barcelona and 
Malaga (20.9 percent), and Badajoz (20.2 percent). The most significant in- 
creases compared to the prior quarter in the unemployment rates were recorded 
in the Balearic Islands, Barcelona, La Coruna, Murcia, Las Palmas and Seville. 
It must on the other hand be emphasized that there was a decline in unemploy- 
ment in 15 provinces, especially in Madrid, Zaragoza, and Vizcaya with de- 
creases of 11,800, 3,900, and 3,700 persons, respectively 


The unemployed figure supplied now by the EPA is 261,000 higher than the 
figure announced by the National Employment Institute for the month of April; 
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this is a customary dilference. Nevertheless, both agree that there is cer- 
tainly a trend toward improvement. 
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ECONOMIC SPAIN 


INDUSTRIAL PRODUCTION INDEX POINTS TO ECONOMIC STAGNATION 
Madrid EL PAIS in Spanish 11 Jun 82 p 51 


[Article by Carlos Gomez: ‘Industrial Output Index Disproves Optimistic 
Statements of Economic Authorities" ] 


[Text] Spanish industrial output dropped 2 points last Febru- 
ary on a year-by-year rate basis. This quantitative expres- 
sion of the industrial output index, which has just been 
worked out by the National Statistics Institute, for the 
second consecutive month clashes with optimistic statements 
made by some ministers to the effect that there are signs 

of a certain economic recovery; it also contradicts INFORMA- 
CION COMERCIAL ESPANOLA, the bulletin of the Ministry of 
Economy and Commerce, which speaks of a "moderate expansion 
of economic activity" during the first quarter. 





In the publication mentioned, the Ministry of Economy and Commerce maintains 
that "statistical data available suggests that activities during the first 
quarter of the year continued to show a moderate expansion which, in addi- 
tion to fixed investments and exports, as has been the case until now, may 
have been helped along by private consumption." Data supplied by the INE 
(National Statistics Institute) however point to some year-by-year declines 
of 5.6 and 1.8 points in the output of consumer goods in January and February 


of this year. 


The optimism expressed in government circles--whose main advocates are the 
Ministry of Economy and Commerce and the Ministry of Industry and Energy-- 

is based on opinion surveys conducted among businessmen by this last~mentioned 
department. The reliability and representative nature of the results of this 
survey is questioned not only by economic experts in the private sector, but 
this can even be found--reading between the lines--in some official publica- 


tions. 


The last BOLETIN ECONOMICO of the Bank of Spain, for example, develops the 
official thesis of moderate optimism and then questions the validity of its 
statement in adding: "Nevertheless, it must be noted that the encouraging 
prospects pointed out by surveys on entrepreneur opinions with respect to the 
capital goods industry during the second quarter of 1981 clash quite markedly 
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with the considerable drop in the industrial output index for capital goods 
during the fourth quarter as compared to the prior quarter; this raises a 
question as to the representative nature of the results of the survey for 
the first quarter of 1982." 


The slight and relative improvement in the February industrial output index 
compared to the preceding month--when the year-by-year drop of this indicator 
was reduced from 3.3 points to 2 points--can explain what some businessmen 
replied by saying that things are going better for them in responding to the 
industry opinion survey; but that does not mean that the process of the econ- 
omy's deterioration has be2n interrupted in terms of annual activities. 


For some economists, the latest output data supplied by the INE cast doubt 
upon the effectiveness of the wage policy agreed upon by the administration 
with manufacturers and labor unions. The loss of purchasing power on the 
part of the workers, judging by the development of the consumer goods output 
index, has been expressed in a drop of the demand and consequently helped 
aggravate the crisis. 


Consumption and Wage Policy 


These statements clash radically with the official optimism expressed by the 
Ministry of Economy and Commerce: "In the light of complete data for the first 
quarter of 1982, the results of the monthly industrial situation surveys turn 
out to be favorable in overall terms. The responses on offers, which started 
the process of improvement a year ago, continued to speed up the process that 
was begun last December, when the category of capital goods was joined with 
greater intensity by the category of semifinished goods and above all the 
category of consumer goods." 


Consumer goods however in terms of year-by-year rates dropped 5.6 points in 
January and 2.7 points in February. According to the experts, the loss of 
purchasing power by the workers as a result of the latest collective bargain- 
ing negotiations contributed to the failure of restoring the balance of pay- 
ments (there was only a slight improvement in the commercial account) and in 
the failure to increase savings, along with a drop in consumption and a fur- 
ther deterioration in the crisis. 


The capital goods output index does show a noticeable improvement compared to 
January but in terms of year-by-year rates, it reveals a new drop of 3.6 
points. 


This decline is contrasted against the real increase in government investments 
which 9,rcew more than 40 percent during the first quarter as well as in invest- 
ments by public enterprises. This means that the private entrepreneur con- 
Linues without investing anything and that this attitude can frustrate the 
administration's hopes of reviving the economy and creating jobs through a 
heavy pick-up in investments. 
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Keonombe cxperts nevertheless hope for an improvement in activities connected 
with the May and June statistics as a result of the completion of certain 
projects for the soccer world championship and the development of this athle- 
tic event. 


Industrial Output Index 


Absolute Values Year-by-Year Development (in Z) 
Feb 82/ Feb 82/ 
Feb 81 Jan 82 Feb 81 Feb 81 Jan 82 
General Index 132.7 126.1 130.0 -2.0 3.1 
Consumer Goods 139.2 128.4 135.4 -2./ 5.5 
Semifinished Goods 137.9 134.8 135.4 -1.8 0.4 
Capital Goods 98.0 82.6 94.5 -3.6 14.4 
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General Index of Industrial Output 


Variation in Percent Over Same Month of Preceding Year. Key: E--January. 


5058 
CSO: 3110/162 


41 














MKCONOMIC SWEDEN 


GOVERNMENT BUREAU SIGNS OF DEEPENING RECESSION 

Stockholm SVENSKA DAGBLADET in Swedish 22 May 82 p 23 

[Article by Uno Skold] 

[Text] The recession continued and even grew worse during the first quarter of 
this year. In total, new orders received by the firms fell by 5 percent during 


the first 3 months of this year. 


That is shown by the latest summary of industry's delivery and order book situ- 
ation as compiled by the SCB (Central Bureau of Statistics). 


It seemed at the start of the year that exports would increase. The export 
market was then recovering from the decline noted at the end of 1981. 


Short-Lived Recovery 


But it was a short-lived recovery. New orders received by export firms in March 
were 6 percent lower than in March 1981. 


Some recovery in the domestic market had occurred at the start of the year, but 
domestic orders fell by 5 percent in March. 


During the first quarter of this year, the volume of new orders was 3 percent 
lower than during the fourth quarter of 1981. 


March deliveries were 2 percent lower than a year earlier. Domestic deliveries 
fell by 4 percent, while export deliveries rose by 1 percent. In general, 
first-quarter deliveries were the same as for the fourth quarter of 1981. 


The value of orders on hand at current prices was 11 percent higher in March 
1982 than in the corresponding month of 1981. Export orders accounted for 52 
percent of the backlog, or 5 percent more than in March 1981. 


Best for Iron and Steel 


The greatest increase in orders during the first quarter was experienced by the 
iron and steel industry and the wood industry, with export orders continuing to 
be the chief contributor to the increase. 








For iron, steel, and metalworking, new orders in the first quarter were 13 per- 
cent higher than in the first quarter of 1981. Export orders increased by 26 
percent, while demand from the domestic market declined by 2 percent. 


Yeliveries to the export market were 21 percent higher than during the first 
quarter of last year. But domestic deliveries were down by 8 percent, so the 
net result was an increase of 7 percent. 


Export orders for the wood industry were 40 percent higher than in the first 


quarter of 1981. New orders for the engineering industry slackened to some 
extent. 


11798 
CSO: 3109/181 
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ECONOMIC SWEDEN 


BRIEFS 


LO CHAIRMAN ON UNEMPLOYMENT--"TIf nothing is done, we expect that by 1990 there 
will be 400,000 people on disability retirement, 300,000 on long-term disabil- 
ity, and at least 300,000 employed in relief work or sheltered work or simply 
unemployed. We are running the risk of having 1 million people--out of a labor 
force of 4.5 million--outside the labor market. That is a frightening pros- 
pect." So said Gunnar Nilsson, chairman of the LO [Swedish Federation of Trade 
Unions] at a conference of pastors and ministers in Goteborg on Tuesday. It 

is chiefly the LO's members who are being affected at the moment. Nearly 50 
percent of the LO's members work with dangerous substances, compared to between 
10 and 20 percent of all salaried employees and university graduates. Over 60 
percent of all industrial accidents occur in the manufacturing industry, which 
now accounts for only 25 percent of all employment. Gunnar Nilsson commented: 
"In this respect, there are class cleavages that leave their mark for life. 

We must reduce stress and physically poor working environments so that fewer 
people will be injured and eliminated from the working world. We must adjust 
the pay system and working methods so that they will counteract stress and that 
elimination from the world of work." Gunnar Nilsson pointed out that one of 
the LO's most important spheres of activity is concerned with creating more 
humane conditions in the world of work and with preparing a place for all those 
currently threatened with being knocked out of work. [Text] [Stockholm DAGENS 
NYHETER in Swedish 2 Jun 82 p 10] 11798 


CSO: 3109/180 
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KCONOMEG TURKEY 


THORNY LSSUE OF WORKER REMITTANCES REASSESSED 
Mortan Assays Measures 
Istanbul CUMHURIYET in Turkish 31 May 82 p 6 


(Article by Kenan Mortan: ''New Measures Are Necessary to Attract Workers' 
Savings to Turkey" | 


(Text | Lzmir--Since 1965, efforts to bring the savings of Turkish workers abroad 
to Turkey have been limited to individualistic measures. In the short run, 
these measures have been successful in securing the remittance of a certain 


amount of foreign currency, but they remain far from providing long-term 
assurances. The existing measures are: 


-—The importation of professional tools and machinery within the framework of the 
"import by waiver'' regime. 


-~Opening of foreign currency deposit accounts by letters of credit. 

--Opening of Turkish currency deposit accounts in exchange for foreign currency. 
--Loans in exchange for foreign currency. 

--Halk Bankasi loans for small businessmen and artisans. 

--Emlak Kredi Bankasi loans for housing in exchange for foreign currency. 
-~~Agricultural loans with a 20 percent interest from Ziraat Bankasi. 
-~-Retirement benefits paid by the Social Security Organization. 

--Shortened military service in exchange for foreign currency. 


it is reported that the German government has taken more systematic measures to 
utilize foreign workers' savings within the FRG. These measures are: 


--Housing loans--Turkish workers who open accounts in German banks are given 


low-interest, long-term housing loans and are encouraged to settle in the FRG. 
To that end, 500 employees in 8 German banks have been assigned to provide 
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services to Turkish workers. Latest figures show that 40,000 Turkish workers 
have housing loan accounts in the FRG. Furthermore, figures provided by the 
ZAR institute in the FRG show that 65 percent of all Turkish workers in that 
country have received some type of loan from a German bank. 





--~Benefits from the wealth accumulation legislation--This law, briefly know= as 
the 624-mark law and revised in January 1980, encourages Turkish workers to open 
accounts in German banks. According to the law, a special interest rate is paid 
on accounts that exceed DM 624. When inflation rates are taken into account, 
this special interest rate is more attractive than those paid by Turkish banks. 


--Year-end tax adjustment and tax return arrangements--A worker who works for 
one year within the framework of an insurance system and pays his taxes is paid 
back part of his income taxes at the end of the year. 


As of the end of 1981, there were 958,000 Turkish workers abroad. This figure 
rises to 2.2 million if the families of the workers are included. Studies 
focusing on Turkish workers in the FRG estimate their total savings at 

DM 12 billion. Although the total amount of savings is on the rise, studies show 
that the rate of savings is falling. A study by Dr Faruk Sen shows that worker 
savings [in the FRG] have dropped from 45 pfennigs per deutschemark in the period 
1975-1978 to 35 pfennigs per deutschemark in 1981. Here, methods used by the 

FRG to liquidate the savings of Turkish workers have played an important role. 
Professor Ali Sait Yuksel, a researcher, says that the adoption of the consumer 
habits of an industrial society by workers from rural and agricultural settings 
is an important factor in the downward trend in the savings rate. 


In addition to these trends, the growth in the size of the Turkish work force 
abroad has slowed down and it is now more likely that these workers will stay 
abroad. Under these circumstances, it is clear that broader and more permanent 
measures are necessary to attract these workers' savings to Turkey. Otherwise, 
it is strongly likely that these savings will either remain in the FRG or be 
liquidated in a piecemeal manner in various areas. 


Perspective to Vital Nature of Remittances 
Istanbul TERCUMAN in Turkish 29 May 82 pp 13-14 


[Panel discussion organized by TERCUMAN; attended by Imren Aykut, Professor 
Nusret Ekin and Sezai Akdag; and moderated by Taylan Sorgun: "Lost Treasure: 
Worker Remittances" | 


[Text | Biography of Participants 


Imren Aykut--Born in Adana in 1941, she graduated from the Faculty of Economics 

of Istanbul University in 1964. She served as Director of Research and Collective 
Bargaining for the Turkish Mine, Metal, Metal Works and Machine Industry Workers 
Union and the Federation of Turkish Textile, Weaving and Wearing Apparel Industry 
Workers Unions. She specialized in unionism and employer-employee relations at 
the Oxford University and worked on the subject of worker participation in 
management at the University of Oslo. She served as Secretary General of the 
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Paper Industry Employers' Union between 1975 and 1981. Aykut is currently 
working on the final stages of her doctoral dissertation at the Faculty of 
Keonomics of the [Istanbul University. She is currently a member of the 
Chairmanship Council of the Consultative Assembly and the Health, Labor and 
Social Security Commission of the Consultative Assembly. 


Professor Nusret Ekin--Born in Izmit in 1932, Ekin is a graduate of the Faculty 
of Economics of the Istanbul University. He received his doctorate in 1964 and 
became a full professor in 1971. Currently the Dean of the Faculty of Economics 
of the Istanbul University, Ekin has written 8 books and over 100 papers, many 
of them in foreign languages. Professor Ekin's work has mainly concentrated on 
employment and labor migration. 


Sezai Akdag--Born in Istanbul in 1926, Akdag completed his high school education 
in Izmir. He graduated from the Superior School of Economics and Commerce in 
1954, specializing in money, credit and banking. He served as a senior 
administrator in various institutions. He was elected to the National Assembly 
in 1957. tle was sentenced to death in Yassiada, but later his sentence was 
commuted to life imprisonment. Set free in 1965, Akdag was the last Democratic 
Party deputy to be released. He worked as an economic and financial planner in 
the FRG. te served as the editor and publisher of various newspapers. He 
organized Worker Councils abroad. Currently he is a consultant for TERCUMAN. 


Taylan Sorgun: Our panel discussion today will focus on remittances from workers 
abroad, which has been an issue of debate for years. Those remittances can be 
called "our treasure abroad."" Worker migration began in the 1960's as a social 
phenomenon resulting from Turkey's labor surplus--a product of its internal 
structure--and a labor shortage in foreign countries, particularly those of 
Western Europe. Worker migration has had its problems from the very beginning. 
Despite the long debates on how to incorporate the hard currencies earned by 

our workers abroad into the Turkish economy, we now know that the steps taken to 
that end have not produced satisfactory results. There are several reasons 
behind the failure to utilize this huge potential. There are political reasons 
as well as bureaucratic obstacles and impotence. The issue has once again gained 
predominance in Turkey's agenda. Today, we will discuss the issue of worker 
remittances in a general framework. First, I invite Professor Ekin to express 
his views. 


Nusret Ekin: Worker migration abroad began in the years following 1960 and has 
recently gained a new dimension by expanding into the Islamic countries. 
initially, migrating workers converg d on EEC countries, the FRG in particular. 
During this migration movement, Turkey failed to properly organize institutions 
and formulate policies which would deal with the problems that the workers would 
face in Living and working abroad. Nor is it possible to say that Turkey was 
able to develop adequate policies on this issue later on. During this period, 
turkey developed numerous impermanent and frequently changing policies which 


were incomprehensible to the workers abroad as well as to the bureaucrats 
implementing them. In time, these unstable and transient policies turned into 
total chaos, and, in the process, Turkey was unable to benefit adequately from 
the migration phenomenon with respect to employment as well as foreign financing. 
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in the 1960's and 1970's the issue of worker migration was treated as part of an 
"employment policy."' This has been a serious mistake, because migration can 
never be part of the employment policy of a country. 


When stagnation struck the European labor markets in the aftermath of the 
1973-1974 oil crisis, a new pattern of thought began to emerge. Because in 
addition to depressing the European labor markets, the oil crisis brought out 
certain developments in Turkey's foreign economic relations which had not 
attracted so much attention until that time. In other words, 1974 became the 
year when attention "turned from employment to foreign currency earnings." In 
1974, Turkey had a foreign currency surplus of $2.5 billion. In the course of 
the debates taking place at that time, this situation was interpreted as an 
inflation-pumping mechanism. Naturally, such approaches were in error. At the 
time, Turkey showed an inclination to buy consumer goods with this surplus and 
made arrangements which encouraged Turkish citizens to visit foreign countries. 


Here, the economist is faced with a paradoxical issue: For Turkey, surpluses 

as well as deficits in foreign currency reserves have meant handicaps for its 
development. Then what does Turkey need? What model must it use for its 
industrialization? When Turkey has foreign currency it also has inflation, when 
it is short on foreign currency its industrial growth is inhibited. How can this 
be resolved? 


Turkey began to understand the solution to this problem after 1974. Deficits 
arising from a high rate of inflation and rapidly expanding foreign trade 
relations brought upon Turkey an exceptionally severe economic crisis. By 1978, 
Turkey had become a country which could not get foreign credit and whose exports 
could barely cover half its imports. Turkey had theoretically gone bankrupt. 
During this period, one point, however, was noteworthy: Despite all these 
negative factors Turkey managed to stay on its feet; although all imports were 
halted, the Turkish industry managed to survive. How did this happen? The 
remittances from Turkish workers abroad provided the artificial respiration that 
made the survival of the Turkish economy possible. Remittances from the workers 
abroad--whether they enter Turkey through official or unofficial channels--give 
strength to Turkey not only in the economic but also in the political field. 

This potential now stands at around $5 billion [per year]. This potential, 
combined with the export mobilization effort and subsequent rises in foreign 
currency reserves, has made the recovery of the Turkish economy possible in the 
1980's. Until the 1980's, Turkey was not able to effectively utilize the worker 
migration movement abroad either from an employment or a foreign currency 
perspective. Now that a turning point has been reached, Turkey must resolve this 
issue from a foreign currency and economic standpoint in a meaningful, contemporary, 
well-organized, well-planned, well-understood and well-articulated manner using 

a number of concrete models. With experience and institutions developed over the 
past 20 years, Turkey is in a good position to do this. Although somewhat late, 


now is a very significant, very critical and a historical turning point to deal 
with this issue. 


Taylan Sorgun: llonorable Aykut, the Honorable Ekin articulated that adequate 
policies have not yet been developed in connection with the issue of worker 
remittances, that incomprehensible policies have frequently been implemented, 
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that it was the worker remittances that made the survival of the Turkish industry 
possible and that these remittances currently represent a foreign currency inflow 
potential of $5 billion a year. Could you give us your views on this issue? 


imten Aykut: It is useful to look at the quantitative details of this potential 
abroad. Worker migration abroad began as a phenomenon of the 1960's, but has 
followed a rising trend until 1982. Here are the figures: 














Year Number of Workers Total Remittances Remittances per Worker 
Abroad (U.S. dollars) (U.S. dollars) 
1961-65 160,685 77,896,142 == 
1966 ~ 175,257 115,334,298 658 
1967 164,634 93,029,684 571 
1968 191,205 107,318,285 561 
1969 289,645 140,636,057 480 
1970 424,548 273,020,778 570 
1971 562,254 471,370,427 838 
1972 648,850 740,105,694 1,156 
1973 762,400 1,183,255,057 1,552 
1974 748,400 1,426, 306,906 1,905 
1975 710,744 1,299,666,913 1,829 
1976 707,900 982,742,880 1,388 
1977 715,047 981,824,173 PPE 
1978 751,225 983,069,083 1,300 
1979 801,769 1,694,387,992 2,386 
1980 863,975 2,071,124,381 2,396 
1981 910,000 2,494,000,000 -- 


The table shows that there is a continual rise in the number of workers abroad 
and total remittances until 1974. But significant drops are observed in both 
these items between 1975 and 1978, mainly the result of the oil crisis and 
intlationary pressures affecting Western Europe at the time. Although one may 
say that total remittances during this period dropped as a result of the drop 

in the number of workers, one must also note that during this period remittances 
per worker also declined. This was the result of the sharp differences between 
the otticial exchange rate and the black market rate during the said period and 
the failure of the government to offer realistic exchange rates to the workers 
abroad. 


Following the implementation of the "multi-tiered exchange rate" system beginning 
in May 1979, total as well as per worker remittances began rising. This can be 
seen in the table above. 


The "security environment" that followed the 12 September 1980 military takeover 
has given a bigger impetus to the upward trend in worker remittances. Official 
figures show that total worker remittances reached $2.5 billion in 1981. 


What is the savings potential of our workers abroad and how high should the 


$2.5-billion figure cited for 1981 really be? This is the question that needs to 
be answered. Our figures show that Turkish workers abroad net an average of 
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DM 1,200 a month. In some countries, this figure is as high as DM 1,300 and in 
others as low as DM 800. But the average figure, as I said, is around DM 1,200. 
If bonuses, child benefits and other fringe benefits are counted in, the average 
monthly earnings of Turkish workers abroad can go as high as DM 1,500. Studies 
show that of that income DM 675 is saved each month, meaning an average annual 
savings of DM 8,100 per worker. 


If Turkish workers' children who joined the labor force between 1980 and 1981 are 
counted in, the number of Turkish workers in the FRG in 1981 can be estimated at 
600,000. Illegal workers are not included in this figure. The total monthly savings 
of 600,000 insured workers can be estimated at DM 408 million. The monthly and 
annual savings of the approximately 180,000 Turkish workers in other Western 
European countries is about the same as those in the FRG. Their monthly and 

annual savings are estimated at DM 600 and DM 7,200, respectively. Thus the 

total monthly savings of these workers amount to DM 108 million and their total 
annual savings amount to DM 1.3 billion. 


Although Turkish workers in Middle Eastern countries earn less than their 
counterparts in Western Europe, their savings rate is around 70 percent, and their 
monthly savings are estimated at around DM 300. Based on a figure of 200,000 
Turkish workers in Middle Eastern countries as of the end of 1981, the total 
monthly savings of these workers is estimated at DM 60 million and their annual 
savings at DM 700 million. 


Therefore, after all the expenses of our workers abroad are accounted for, we can 
safely say that their monthly and annual savings can amount to bM 570 million and 
DM 6.8 billion--that is $3.5 billion--respectively. I must mention that these 
figures are rather conservative. 


Are these the total financial resources of our workers? Turkish workers in the 
FRG have access to other financial assistance and resources in accordance with 
the Wealth Accumulation legislation, year-end tax adjustment procedures and other 
arrangements in that country. There are other resources, such as health and 
retirement benefits. Official documents from the FRG show that these extra 
benefits for Turkish workers amount to DM 1.5 billion to DM 2 billion each year. 
llowever, since benefiting from such resources requires some confusing and rather 
complicated formalities, our workers dissociate themselves from such benefits, 
thus donating to the FRG government a sum of at least $1 billion each year 
according to our calculations. 


Nusret Ekin: This point attracted our attention only recently. A $1-billion 
resource is wastefully abandoned to the German economy because of an ignorance 
of the tax laws and other procedures in that country. 


Imren Aykut: Countries like Yugoslavia, Spain, Greece, Portugal and Italy have 
established official organizations to make sure that their workers receive the 
last penny of their benefits. Turkey is the only country that does not have an 


organization of this type. For example, in 1979, Yugoslavia received $3 billion 
through official channels from only 590,000 workers abroad and $1 billion through 
the organization | mentioned above. If Turkey can establish an effective 


organization like this, the total annual savings of our workers abroad can reach 











$4 billion. Here it must be noted that foe bizpest export: revenue obtained in 


? 


the history of the republic was $4.5 billion. 

A comparison with other countries having substantial numbers of workers abroad 
shows that Turkey is second only to Italy in Europe in the total number of workers 
abroad. However, in terms of total worker remittances, Turkey comes third after 


Yugoslavia and Portugal. In terms of remittances per worker, Turkey takes fifth 
place behind Greece, Yugoslavia, Portugal and Spain. In terms of employed workers 
as a percentage of the total migrant population abroad, Turkey is last [among the 
six countries considered]. The average annual remittances per worker received by 
the six countries considered in this comparison was $4,048.25 [in 1979]. The 
corresponding figure fer Turkey in 1979 was $2,385.90, which means that our workers 
sent only 58.9 percent of their potential savings to their country. Based on this 
assumption, it would not be incorrect to say that our workers kept abroad an amount 
totaling DM 20.5 billion between 1961 and 1980 and that this amount currently 
exceeds DM 30 billion. 


As for the issue of how well we have utilized this $4.5-billion-a-year--at the 
minimum--resource, as | said before the largest total remittance we have received 
trom our workers abroad was $2.5 billion in 1981. Total remittances since 1964 
amount to $15.1 billion. Here, there is an interesting point that must be noted: 
The total economic assistance Turkey received between 1964 and 1981 from 
institutions such as the World Bank, the OECD and the EEC--in exchange for 
concessions and even at the expense of begging--amounted to $9.6 billion. 
Naturally, one must not forget that this assistance has to paid back with 
interest. 


There has not been a policy framework to specify the manner in which the worker 
remittances are to be used. Worker remittances have been viewed only as a means 
of financing the foreign trade deficit and, consequently, they have not been 
utilized as a foreign exchange resource in industrial production and investments. 
For example, in 1979, total remittances amounted to $1,694,430,000 and served to 
pay 60.33 percent of our foreign trade deficit. In 1980, total remittances 
amounted to $2,0/71,760,000 and was used to pay 43.5 percent of the trade deficit. 
[n 1981, total remittances amounted to $2,490,000,000 and financed 59 percent 

of the trade deficit. 


Worker earnings repatriated to Turkey have not been channeled into industry and 
investments. Then where have they been used? Studies show that 50 percent of 
the remittances-—-sent through official or unofficial channels--has gone into real 
estate, 25 percent has been spent on starting private businesses, 20 percent has 


Deen spent on durable or nondurable consumer goods and only 5 percent has gone 

oO real industrial investments. This latter portion that has gone into 
industrial investments has produced a new entity called "worker companies." An 
inventory taken by the Ministry of Commerce in July 1981 shows that there are 262 
such companies in existence. Of these, 156, with a total investment of 

15.1 billion furkish liras, have already gone into production creating employment 
epportunities tor 23,000 people. The remaining 106 companies, which are in the 
imvestment and planning stage, have so far spent 13.1 billion Turkish liras and 
are expected to create jobs for 13,000 people. 











If owe analyze these companies in various ways on the basis of data supplied by 
the Ministry of Labor, we pet the following picture: Since 1963, 400 
worker-public companies have been formed. According to Ministry of Labor 
records, as of 1980, 128 such companies were in the production stage, // were 
in the investment stage and 21 were in the planning stage, adding up to a total 
of 226 companies. The regional distribution of these companies was as follows: 
33.64 percent in Central Anatolia provinces, such as Yozgat, Corum and Konya; 
18.69 percent in the Aegean region; 17.8 percent in the Marmara region; 15.05 
percent in the Black Sea region; 7.08 percent in the Eastern Anatolia region; 
5.87 percent in the Mediterranean region and 1.87 percent in the Southeastern 
Anatolia region. 


The distribution of these companies among various sectors was as follows: Three 
were involved in mining, 39 in food services, 22 in textiles and clothing, 4 in 
forestry products, 18 in furniture manufacturing, 15 in animal feed production, 
2 in poultry production, 13 in leather production and processing, 6 in plastics, 
2 in transportation vehicles, 4 in the paper industry, 12 in the chemical 
industry, 1 in the fertilizer industry, 37 in the construction sector, 3 in 
services, 5 in agricultural equipment and machinery, 5 in the glass and ceramics 
industry, 7 in metal goods production, 4 in the iron and steel industry, 10 in 
the electronics industry, 8 in machinery production, 2 in the packing industry 


and 1 in armature manufacturing. Three of the companies were publicly owned. 


It is seen that most of the worker companies were involved in the food industry, 
the construction sector and the textiles and clothing industry being the second 
and third most common fields of operation. 


If we look at the regional distribution by investment of these worker companies 
we get the following picture: Of the total number of companies in the production, 
investment and planning stages, 117 had investments of under 50 million Turkish 
liras, 54 had investments ranging from 50 to 100 million Turkish liras, 62 had 
investments ranging from 100 to 500 million Turkish liras and 3 had investments 
of more than 500 million Turkish liras. However, these figures do not take into 
account the inflationary pressures of the past few years and thus they do not 
reflect the true current-price value of those investments. Under today's 
conditions, investments of under 100 million Turkish liras are considered small 
or medium-size investments. 


In view of their effect on the unemployment issue, we must also look at the 
number of jobs these companies have created. The 226 companies in question 
created a total of 31,380 jobs in Turkey. Of those jobs, 30.23 percent were 

in the Central Anatolia region, 25.67 percent were in the Aegean region, 15.38 
percent were in the Marmara region, 11 percent were in the Black Sea region, 
8.38 percent were in the Eastern Anatolia region, 5.12 percent were in the 
Mediterranean region and 4.22 percent were in the Southeastern Anatolia region. 


We see that apart from being an important resource for the economy, the worker 
companies contribute significantly to the solution of the unemployment problem. 
Today, the most important problem of the Turkish economy is a shortage of 
resources. Since the unemployment problem is closely linked with that, the 
importance of the worker companies becomes even more significant. However, 











90 percent of these companies are currently faced with the threat of going out 

of business and need the urgent assistance of the government. It appears that 
the government has recently embarked on an operation to save these endangered 
companies. In fact, there were reports that 12 billion Turkish liras will be 
spent for this purpose. If there are any institutions that must be saved by the 
government, they are the worker companies. Because rescuing and supporting these 
companies will create an environment of confidence which will attract the 
iccumulated savings of our workers abroad to Turkey. 


Taylan Sorgun: Honorable Aykut, this is the first time that such figures are 
being presented. We see that worker savings present an encouraging picture from 
a standpoint of potential, but their manner of utilization drives us to be 
pessimistic. What measures must be taken and what must be the basis of these 
measures to enable Turkey as well as our workers to benefit from this potential? 
Honorable Akdag, could you give us your views on this issue? 


Sezai Akdag: First, permit me to touch upon a number of points. I have some 
figures of my own on this issue. 


Taylan Sorgun: The Honorable Aykut's figures are official figures... 


Sezai Akdag: It was a pleasure to listen to the Honorable Ekin and the Honorable 
Aykut. As a person who has spent many years abroad and who is primarily involved 
with the practical aspects of this issue, I would like to express my gratitude 
end appreciation for their extensive and meticulous work on this matter. But, if 
| may be permitted, I will disagree with some of the figures and views presented 
by the Honorable Ekin and the Honorable Aykut. The Honorable Ekin stated that we 
have a standing potential of $5 billion abroad and the Honorable Aykut said that 
the accumulated savings of our workers abroad amount to DM 30 billion, that the 
tailure of our workers to benefit from laws like the DM 624 law in the FRG has 
resulted in the annual loss of $1 billion to the German economy and that the 
monthly and annual savings ot each worker abroad amount to DM 600 and DM 7,200, 
respectively. L would like to challenge those figures on the basis of data I 
have vathered from the FRG Statistics Bureau, the Istanbul Chamber of Commerce, 
the Turkish Confederation of Employer Unions and various foreign publications. 


With the latest additions, currently there are 937,000 registered Turkish workers 
abroad, of whom 711,671 are in EEC countries, 58,619 are in other European 
countries, 105,000 are in Middle Eastern and North African countries and 18,000 
are in other countries including Australia. Together with unregistered workers 
and seitf-employed persons, there are a total of 1,105,000 Turks working abroad. 
Let us assume this number to be 1,100,000. As stated before, worker remittances 


have continually increased since 1979, reaching $2,071,100,000 in 1980 and 
$2,489,700,000 in 1981. Most of the revenues are from the FRG. Of the 
IM & 3 billion transferred trom the FRG by toreign workers in 1981, DM 3.5 billion, 


that is 42.2 percent, was sent to Turkey by Turkish workers. An additional 

PM 2 225,000,000 was received from countries other than the FRG, including the 
remaining EEC countries. The two sums add up to DM 5,725,000,000 which translates 
into $2,489,700,000. As is seen, 61.15 percent of total worker remittances comes 
from the FRG. Total remittances in January and February 1982 were $280 million 
higher than the figures recorded in the corresponding months of 1981, meaning an 











increase of 9.1 percent. In the June-October period this increase will be even 
higher. Total remittances for 1982 can be expected to be around $3 billion. 


Calculations and estimations in Turkey are done as follows: A worker's earnings 
are converted into Turkish currency and his savings are estimated on that basis. 
This is a wrong approach. There are great differences in Europe between the 
conditions of living in the 1960's--when the worker migration movement began-- 
and those of today. This difference has not been as sharp as the one in Turkey, 
but it is still quite considerable. I have been monitoring the economy and the 
prices since 1969, so that I know the issue quite well. The living expenses 

of a family [in the FRG] have risen from DM 1,200-1,300 a month in 1969 to around 
DM 2,000 a month today. The tram fare has risen from 60 pfennigs to 170 pfennigs. 
The price of a half-kilogram loaf of bread has risen from 50 pfennigs to DM 2.50. 
Consequently, I do not think that our workers' savings can be that high. 
Furthermore, when making estimates %f worker savings, it is assumed that Turkish 
workers have no outlets of spending and hence save all their earnings. Today one 
out of every six to eight Turkish workers abroad is in debt. Since these factors 
are not taken into account, the accumulated savings of our workers are thought to 
be high and conjectured to be DM 30 billion. Under these assumptions, it is also 
said that $1 billion are lost annually to the German economy. Turkish workers 
abroad do not have the earning power to contribute $1 billion annually to the 
German economy. The figures are self-evident. The said 1,100,000 workers have 
an annual income of around DM 21.5 billion which is equivalent to $9,768,225,000. 
Of that amount, 58 to 62 percent is consumed and the rest is saved. If we assume 
a savings rate of 40 percent, we find that the workers' total annual savings will 
amount to $3,907,290,000. 


In 1981, Turkish workers sent home a total of $2,489,600,000. If we subtract 
that from their estimated savings, we find a gap of $1,417,290,000. Today, 
unfortunately, large sums of dollars, francs, guilders and deutschemarks are 
changing hands through unofficial channels as a result of the difference between 
the official and the market exchange rate. Foreign economists estimate that 
total annual transactions of this type never fall below the $1-billion mark. If 
$2.5 billion is transferred through official channels, an amount roughly equal 
to one-third that value is transferred through free-market channels. 


We must be comfortable and courageous in discussing this issue. I estimate that 
around $800 million is transferred through unofficial means. If we subtract this 
amount from the $1,417,290,000 mentioned above, we are left with a balance of 
$617,290,000. We must also reduce this amount by about one-tenth to allow for 
the loan payments of our workers abroad. If we subtract all expenses, we see 


that around $300 million of Turkish workers' savings remains in foreign banks 

each year. This amount is roughly equivalent to DM 750 million. 

Taylan Sorgun: Even if we assume our workers' savings in foreign banks to be 

$300 million annually, it still is a sizeable resource for Turkey. How can we 


utilize this resource? 


Sezai Akdag: I am already involved with the practical aspects of that issue. The 
Turkish worker is not as ignorant as is commonly perceived. He can think about 
his financial interests as well as any prominent economist. The reasons behind 
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the Turkish worker's mipration abroad are economic: He has been unable to tind 
a job in Turkey and he wants to make money. te will be a richer man when he 
returns to Turkey. He will either retire or work at whatever he wants to, but 
in both cases he will be a richer man. This is his goal. The Turkish worker 
ig always asked to send his earnings home through legal channels. But there 1 
have a question. Organizations which sell goods abroad are called exporters, 
and, as such, they are paid a premium for their exports. The Turkish worker is 
hurt by this. He says: 'l am paying for everything without taking anything out 
of my country. 1 am aiso bringing foreign currency into Turkey. Why are they 
not paying me a premium?" The Turkish worker wants everyone who brings foreign 
currency into Turkey to be rewarded no matter how that service is performed. 


Taylan Sorgun: Are you talking about incentive measures? 


Sezai Akdag: Yes. If, one day, a Turkish architect sells his design abroad for 
$200,000, he will have brought into Turkey $200,000 in foreign currency. He must 
be paid a premium for that. We already have in our country an imbalance between 
production and consumption. If I sell 100 refrigerators abroad, 1 can get, as 

an exporter, a premium for my service. But when a worker brings in foreign 
currency equal to the value of 100 refrigerators without taking anything out of 
Turkey, he pets nothing. This is an incorrect way of looking at this matter. 


Meanwhile, the Turkish currency has been continually losing ground against the 
deutschemark and the dollar. Such devaluations will continue until a balance is 
struck between production and consumption. In 1982 and 1983, we will probably 
see the deutschemark and the dollar rise in value against the Turkish lira. 
Consequently, no matter how attractive the options to be offered are, the 
expected differentials are so great that it will be quite hard to repatriate the 
money deposited abroad. To bring that money here, doors of profit must be opened 
before the Turkish worker. 


Before he sends his money through official channels, the Turkish worker looks 
around himself. He sees that there is a difference of 8 to 10 Turkish liras 
between the official and the free-market exchange rates. He sees that the German 
banks are paying 90 pfennigs for 100 Turkish liras. When they see these, the 
workers find that their money is earning a premium just staying where it is. On 
the other hand, when they visit Turkey, they want to bring something which will 
return them 100 Turkish liras for every deutschemark they have spent. For example, 
according to the laws governing the importation of personal goods, an individual 
can bring a pair of binoculars into Turkey without paying customs duty. A pair 


of binoculars that sells tor 5,000 Turkish liras in this country can be bought 

bor DM 25 in the FRG. This way, the worker gets 200 Turkish liras for each of 

his deutschemarks. This manner of thinking on the part of the worker abroad must 
be considered normal. The point I want to make is this: The personal goods issue 
is an important channel for Turkey [to attract foreign currency from workers 
abroad |. Permission must be given to bring in as personal goods various products 
which are in short supply in Turkey and which sell for abnormally high prices, on 
condition that the control of the flow of these goods remains in the hands of the 
rovernment. 

As tor the issue of incentives for investments, let me point out that currently 
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the demand abroad for stock shares is nil. In the old days, there were no high 
interest rates, that is money did not earn money. So, investment in shares was 
common. Furthermore, the lack of positive results on investments aiready made 
and the fact that worker companies have not been managed by qualified 
administrators has halted the flow of funds into such investments. Whatever 
investments we are seeing now are expressions of regionalism. 


Taylan Sorgun: What must be done? 


Sezai Akdag: Guaranteed exchange rates are imperative. This guarantee must 
cover a period of at least 5 years, at the end of which the worker must be paid 
the increase in the value of his funds accrued during the period in question. 
There should also be government guarantees in connection with investments. 


Taylan Sorgun: In what form should these guarantees be? 


Sezai Akdag: Until now, the time elapsed between the investment and production 
stages of a factory has always exceeded the originally planned time period. If 
the government guarantees that time period, the worker will have more confidence. 
Government guarantees constitute an important factor on the issue of investments 
and planning. Another important factor that must be kept in mind is related to 
the issue of minimum guaranteed profits. These guaranteed profits must never 
fall below the interest paid by banks. 


Here, L would like to return to the issue of personal goods. Can you show me 
another country that has 700,000 carriers working for free? If 200,000 workers 
bring into Turkey goods worth DM 10,000 per person per year as personal goods 
--within limits set by the government--we will have secured an inflow of 

DM 2 billion in addition to the remittances received through official channels. 
This would be a significant contribution to the Turkish economy. If such an 
arrangement is not made, the worker will not bring the foreign currency 
equivalent of the product he could bring and exchange it for Turkish currency. 


Taylan Sorgun: Honorable Ekin, I would like to hear your views on this debate. 


Nusret Ekin: Let me state that my views differ from those of the Honorable Akdag 
on some points. In my opinion there are not that many Turkish workers who are in 
debt in the FRG. Furthermore, the inflation rate in the FRG has never reached 
even 10 percent. Actually, this is an advantageous situation if it is utilized 
correctly. 1 mean that the fact that Turkey is a high-inflation country and the 
FRG is a low-inflation country can be used to our advantage. The consumption 
pattern of our workers has kept its traditional structure. The type of consumer 
goods brought back to Turkey, the lifestyle of the bachelors in the workers' 
quarters and the eating habits of the workers leave the impression that 
traditional consumption patterns are still alive. Consequently, although there 
have been changes in the factors affecting the estimation of the foreign currency 
potential abroad, it is not possible to say that those changes are very radical 
or deep-rooted or that the Turkish workers have generally made themselves an 
integral part of the German consumer structure. In making these estimates, after 
subtracting the expenditures from earned income, the moving resources must be 
classified in three main groups: Firstly, transfers to Turkey through official 
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channels; secondly, funds {lowing into Turkey through unofficial channels and 
thirdly, funds that remain in German banks. 


Let me state that 1 strongly oppose the Honorable Akdag's proposal that premiums 
be paid for foreign currency sent to Turkey. If this is done, it will mean the 
devaluation of our currency; Turkey abandoned that policy long ago. This issue 
must not be confused with the issue of encouraging exports. Such a step will 
only create new inflationary pressures. Turkey has had some very bad experiences 
in that area. 


Taylan Sorgun: Honorable Ekin, could you give us your views on the issue of 
investments and utilizing the worker remittances? 


Nusret Ekin: Why are the Turkish workers sending their earnings home? Their 
motive is not to develop the economy and the industry. We must be realistic on 
this issue. Our workers are sending money to help their families. A second 
yroup of foreign currency inflow takes the form of professional tools and 
equipment brought mainly by workers who are returning home for good. The third 
type of inflow is the foreign currency brought by approximately 500,000 Turkish 
workers who come to Turkey every year to spend their vacations. A fourth type 
of inflow is observed in the form of purchases of immovable property. Some 
funds also flow into convertible accounts and stock shares. 


What causes the flow of existing savings in and out of various forms of 
investment? I would like to discuss that briefly. When a worker starts spending 
longer periods of time abroad, new dynamic factors creep into the equilibrium 
between consumption and savings, and changes are introduced into the consumption 
habits of the worker. The formation of a family, the number of children in the 
family as well as the issue of whether the family has one or more bread earners 
are important factors that affect saving habits. The importance in changes in 
the number of workers abroad is self-evident. Domestic factors [that affect the 
level of worker remittances] are the inflation rate, devaluations, political 
problems and insecurity. 


What has Turkey done so far? It has done an incredible amount of things. The 
"magnificence" of the overall picture becomes evident only when I list these 

things one after the other: Cooperative movements (this has produced very bad 
results); loans for small businesses; permits for [the importation of ] professional 


tools and automobiles; loans for housing; interest-free loans from Halk Bankasi; 
vehicle sales in exchange for foreign currency; house sales in exchange for 
foreipn currency; convertible accounts; compulsory transfers (mostly for Islamic 
countries); sale of shares and bonds in exchange for foreign currency; priorities 


in employment; shortened military service in exchange for foreign currency; the 
DESTYAB | State Industry and Worker Investment Bank] project; privileged 
treatment of worker companies; implementation of free-market exchange rates and 
premium rates for worker remittances; agricultural loans; facilities provided 
for the tmportation of appliances, transfers of dowry and inheritance, vacation 


visits and tinal returns; State Planning Organization projects for the 
utilization of small savings; the sale of customs-confiscated goods in exchange 
for foreign currency; consulting services abroad; sale of airplane tickets in 
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exchange for foreign currency; compulsory payment of stamp duty in foreign 
currency; duty-free shops and a series of other thinkable and unthinkable measures. 


Taylan Sorgun: Have these measures produced the desired results? 


Nusret Ekin: As I noted before, these measures were, unfortunately, not 
well-thought, comprehensible, well-explained or well-developed solution methods, 
and, consequently, they have had limited success in raising Turkey's foreign 
currency revenues. Therefore, at this historic juncture in time, what is needed 
is not something that nobody has thought of before. What is needed is a series 
of lasting, consistent and functional measures which will be comprehensible to 
the workers. 


Taylan Sorgun: Honorable Ekin, here there is an important point. The Honorable 
Aykut mentioned that the largest amount of investment has gone into food-related 
businesses. In your opinion, should investments be consumer oriented, or should 
they generally be in the field of industry? 


Nusret Ekin: The worker companies operate under very little and limited control 
by the State Planning Organization and DESIYAB. These companies have sought and 
found the most profitable fields of business for themselves. Such business 
fields are mainly light industries, consumer good industries and agriculture. 
But these investments are not of a nature to rescue Turkey's economy or to keep 
pace with continual changes in its structure. What is needed is a series of 
measures which will make the continuous change of the structure of Turkey's 
economy possible. 


Taylan Sorgun: Honorable Aykut, I would like to hear your views on this issue. 


Imren Aykut: First, I would like to respond to the Honorable Akdag. He began 

by saying that our figures are in error. Later, I was pleased to see that his 
figures confirmed my figures. As a person involved in scientific work, I was 
naturally pleased to see that my figures were confirmed. My figures are very 
conservative. The figures given by the Honorable Akdag put the savings potential 
of our workers abroad at a higher level. 


| will not talk about the measures necessary to attract these savings to Turkey 
because the Honorable Ekin already listed them. However, I have a different 
approach on this matter. In my opinion, the most important issue is the 


"determination of purpose.'' Why are these savings required in Turkey and where 
will they be used? This is what we must determine first. Is our purpose the 
financing of the foreign trade deficit? Or are we going to use these savings in 
infrastructure projects? Or are we going to use them in industrial investments? 
When these questions are answered, different measures can be implemented for each 


purpose and fast and flexible decisions can be made during implementation. 

Failures and shortcomings can then be detected at a much earlier stage and 
corrective measures can be taken more rapidly. In conclusion, firstly, long-term 
policies in connection with worker savings abroad must be formulated very soon. 

As long as this is not done, Turkey will remain as the country with the lowest 
level of worker remittances for many years to come, and the savings of our workers, 
amounting to billions, will only help the economies of the countries they work in. 
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Secondly--and | emphasize this--we must put aside the mentality of looking at 
our workers as foreign currency machines and not caring on how they send their 
carninys to Turkey as long as they send them. It must be clear that foreign 
currency obtained from workers abroad has a different structure from that 
obtained from exports and tourism. Because worker remittances have a social 
nature associated with them. We could call it social foreign currency. The 
problems brought by these remittances are different, and the care and 
responsibility we exhibit in utilizing those remittances must also be different. 
We can use the foreign currency we earn from exports and tourism anywhere we 
like. But worker remittances cannot be used in a similar manner. Because they 
bring with them different problems and require different responsibilities. We 
have already seen the adverse effects of the haphazard use of this resource. 


The Honorable Ekin touched upon one point which I would like to elaborate with 
figures. According to a study by the State Planning Organization, 13 percent 
of the worker companies have chosen their fields of business by coincidence, 27 
percent have acted in consultation with local merchants after completing their 
incorporation formalities, 15 percent have consulted with government ministries 
and banks and 23 percent have chosen their fields of business and areas of 
operation without consulting any organization or individual. These figures 
underline the need for serious measures. 


Taylan Sorgun: Has the State Planning Organization been able to provide any 
yuidance on this issue? 


Imren Aykut: No. In fact, no institution has been able to provide any guidance. 
Here, DESLYAB has really the most important responsibility. However, DESIYAB was 
established and operated in a manner that made it impossible to perform its 
functions which includes advising and managing the worker companies. The 
reorganization and refinancing of DESIYAB is one of the needed measures of 
primary importance. It is also important to determine the most beneficial areas 
of investment for Turkey and to channel the workers' savings to those areas. 


Taylan Sorgun: Honorable Aykut, a number of new issues have been discussed lately, 
such as the participation of our workers in some capital investments... 


Imren Aykut: 1 am looking at this issue within the framework of long-term measures 
that can be taken. It will be beneficial to use worker remittances to finance 
infrastructure investments and projects which will use labor-intensive technologies. 
The construction of ports, expansion of existing ports and the construction of 

toll highways would be such projects. 


faytan Sorgun: It is well known that Turkey lacks a good merchant fleet. This 
is an investment that has a good future and that can be profitable. Can anything 
be done on this issue? Can funds be channeled into this field? 


Imren Avkut Such a move would, undoubtedly, be very beneficial. However, 
expanding the merchant fleet without expanding the capacity of our ports would be 
useless. First, conditions must be created to make transportation easier. These 


can be profitable and labor-intensive investments. I strongly stress the issue 
of toll highways, because we have exports going to the Middle East. These are 











lony-term measures, but they must get under way immediately. 


hor each of these investments government bonds with compulsory share differentials 
must be issued. This is only an example. The whole problem is in winning the 
confidence of the workers. 


Taylan Sorgun: tlonorable Akdag, what are your views and proposals concerning 
government bonds, stock shares, bonds with guaranteed profits, toll highways and 
other fields of investment? 


Sezai Akdag: Let me first reiterate that I do not think that the savings of 

our workers in the FRG amount to DM 30 billion. I would like to stress this 
point. Otherwise, I am not trying to find errors in other points. I cannot 
agree with the Honorable Ekin on the issue of savings. Initially, Turkish workers 
who went abroad had a high savings rate. But that has declined now. Because in 
the old days, Turkish citizens abroad had no rent or furniture problems. They 
kept their families in Turkey. But as years passed, our workers began taking 
their families with them. With that, the savings rate dropped. Also, initially 
Turkish workers had to leave their children in Turkey so that they would be able 
to go to school, because of tricks played by foreigners in connection with child 
benefits. Later, they were able to take their children with them as well. Thus, 
the families grew and home’ expenses rose. 


| think my remarks about premiums on worker remittances were misunderstood. When 
I said premiums must be paid for foreign currency received from workers abroad, I 
meant that that must be in exchange for goods. What that means is the following: 
The durable goods that we export to foreign countries must be sold to our workers 
in exchange for foreign currency at export prices. This will halt the practice 
of buying Turkish-made goods abroad and bringing them back in. My proposal will 
sooner or later be implemented, but lost time will never be recovered. 


The Turkish workers are saying: "Do not look at us as foreign currency trees." 
The fact that the Turkish worker is abroad is a social phenomenon. 


Taylan Sorgun: Honorable Akdag, how and where should worker remittances be 
channeled? 


Sezai Akdag: The issue of foreign-currency—based government bonds was discussed 
by the Council for Workers Abroad. Gold bonds, again based on foreign currency, 
can also be put on the agenda. It is possible to make Turkish workers investment 
partners in the construction of toll highways between Edirne and Ankara. Certain 


facilities on these highways can also be built with the partnership of Turkish 
workers. 


Our workers are aware of the productivity of the Bosporus Bridge and, consequently, 
are prepared to participate in the construction of a second bridge. 


lf! a differential in favor of the worker is not implemented between purchases 
with foreign currency and those with Turkish currency, it will not be possible 
to maintain a flow of foreign currency. 
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Interest rates have risen in the FRG. Today, it is possible to receive monthly 
interest rates of up to 11 percent [as published]. Therefore, the current 14 
percent interest rate offered on letters of credit must be raised. 


Nusret kin: Turkey cannot afford to lose more time at this turning point which 
we have arrived after a chaotic and wasteful adventure. Turkey must formulate 

new solid models. In principle, efforts must be made to increase the number of 
workers abroad, because worker remittances are strongly correlated with the number 
of workers abroad. To resolve the foreign currency issue, it is necessary to 
establish an organization which will coordinate the activities of the State 
Planning Organization, the Ministry of Industry, worker and employer organizations, 
the Ministry of Finance, Halk Bankasi, Emlak Kredi Bankasi, the village 
cooperatives and the German Ministry of Economic Cooperation. This organization 
must be part of the Ministry of Industry and must develop policies which will’ 
channel worker remittances in accordance with fundamental objectives. 


Yurkey must also determine the purposes the worker remittances will be used for 
and must develop appropriate measures accordingly. 


there is another point | would like to touch upon. As the Honorable Sorgun has 
frequently stated, Turkey has a very bad infrastructure. Turkey has the structure 
of society which has well-decorated houses, but no roads, water, Sewage systems, 
forests, dams or electricity. This is another indication of defects in our 
development. Is it possible to use worker remittances to alter this faulty 
infrastructure of the Turkish society? In my opinion, worker remittances must 

be used in projects which have a dominant industrial character, such dams, 
thermoelectrical power stations, ports and harbors. The main problem here is: 
Can Turkey develop a new model of industrialization using Western technology and 
worker remittances? Such a model can provide numerous benefits for our workers, 
investment assistance organization and the Turkish society. Therefore, it will 
be necessary to develop a new and attractive industrialization model by reforming 
legislation that has inhibited Turkey's foreign economic relations. The Law on 
the Protection of Turkish Currency, the Capital Markets Law, the Trade Law and 
the Law on the Encouragement of Foreign Capital are examples of such legislation. 
fhe tailures of the worker companies make the revision of this situation even 
more imperative. 


Taylan Sorpun: Honorable Aykut, what are the reasons behind the failures of the 


worker companies? 


lmren Aykut: There are different problems in each of the planning, investment 
and production stages. 


Problems in the planning stage are as follows: The lack of leaders with any 
investment experience; difficulties in determining the feasibility of projects; 
the chaotic nature and the high cost of legal formalities required for 
incorporation; bureaucratic obstacles; ignorance about selecting a place of 
operation; and personal and regional infighting among partners. 


Problems in the investment stage are as follows: Capital insufficiency; lack of 
responsible partners; investment cost overruns as a result of frequent devaluations; 
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difficulties in securing domestic and toreign credit; failures in meeting work 
completion deadlines; difficulties in finding guarantees; cost overruns resulting 
from the elapsed time between the date of application for and the date of 

actual availability of credit; difficulties in the import of machinery and 
equipment from abroad; the nonexistence of a single organization to help in the 
investments of worker companies; and bureaucratic bottlenecks. 


Problems in the production stage are as follows: Companies that suffer difficulties 
in the planning and investment stages are already at the end of their ropes by 

the time they reach the production stage. ‘Then they encounter problems involving 
capital insufficiency, energy and raw material shortages, difficulties in finding 
upper and middle-level managers and skilled labor, difficulties in paying the 
interest on their debts and currency exchange differentials. 


Taylan Sorgun: Honorable Akdag, do you have anything to add to these? 


Sezai Akdag: Meric Tekstil is one of the worker companies I have been closely 
interested in, and it is still going strong. Regional rivalry and mistakes made 
in the selection of the region of investment have played important roles in the 
failures of worker companies. Another negative factor has been the long stay 

of unqualified people in management positions. These people are appointed to 
their positions by the proxy votes of the investing workers abroad. Therefore, 
the clauses of the Trade Law on proxy votes must be revised. Inexperience in 
marketing must also be mentioned as a negative factor. I agree with my colleagues 
on the rest of the points. 


Let me elaborate on my proposal about government bonds based on foreign currency 
and Treasury bonds based on gold. The principal and interest coupons of the 
government bonds based on foreign currency must be arranged differently for each 
foreign currency. They must be sold for foreign currency only, but they must be 
delivered within Turkey; they must not be sold abroad. The interest on such bonds 
must be tax-exempt and it must be possible to use their Turkish currency equivalent 
as collateral in loan agreements. The interest paid on such bonds must be higher 
than the net 14 percent interest paid by the Central Bank on letters of credit. 
The owners of the bonds must have the same import by waiver rights as those 
holding letters of credit. The bonds must be issued in the name of the owner, 

'" depending on 
circumstances. It must be possible to convert the bond to the foreign currency 

it was bought for in the amount of the principal and the interest accrued to that 
date whenever the owner wishes to do so. The interest on the bond must be paid 
annually in the currency the bond was bought for. The owner must be able to 

take the bond abroad and the bond must not be redeemable before its date of 
maturity. 


but it must be possible to change the name later to "the bearer 


As for my proposal concerning the Treasury gold bond, the bond must be based on 
the Ataturk gold coin and it must pay net interest in Turkish currency. Such 

a bond can breathe Lite into gold which can be made to serve the country's 
economy. The owner of the bond must be able to redeem his bond for an Ataturk 
wold coin from the Central Bank at any time he wishes. Of course, this issue 
is subject to discussion, 
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laylan Sorgun: The panel members have agreed that worker remittances are not 


used to serve the Turkish economy in a desirable manner, that worker remittances 
have a special significance for the Turkish economy and that measures to utilize 
these remittances in the service of the economy have so far been inadequate and 


resulted in failure. There was disagreement over the amount of accumulated worker 
savings abroad. Other issues discussed with emphasis were the channeling of 
worker remittances into capital investments in Turkey and the problem of personal 
goods. 
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POLITICAL F INLAND 


POLL SHOWS SDP DOING WELL IN KEEPING KOIVISTO MOMENTUM 
Helsinki HELSINGIN SANOMAT in Finnish 3 Jun 82 p 11 
[Article: "Every Third Person Supports Social Democrats" ] 


[Text] In April--May every third voting-age Finnish citizen supported the 
Social Democratic Party. The percentage of support for the second largest 
party, the Conservative Party, was 33.9 percent. 


These figures were the result of an opinion poll conducted by the M-data cen- 
ter, whose periodical SEURA will make public in this week's issue. In the 
poll voters were asked which party's candidate they would vote for if the 
elections were to be held now. According to the poll 34 percent would have 
voted for the SDP. Thus the Social Democrats have increased their support 

by 10.1 percent since the 1979 parliamentary elections and would have easily 
exceeded a one-third minority position in the parliament. This position can 
be achieved with 67 MP's. 


The M-data center predicted a continuing decline in support for the SKDL [Fin- 
nish Peoples Democratic League]. According to the poll the SKDL would receive 
14.4 percent of the votes while the party received 3.5 more votes in the last 
parliamentary elections. 


Taken together support for the leftwing was 48.4 percent according to the 
poll, wuich could have given the leftwing a majority in the parliament. 


According to the poll the Social Democrats seem to have succeeded in keeping 
the new voters it obtained in the presidential elections with the help of 


Mauno Koivisto. In the presidential elections the SDP received 43.3 percent 
of the votes and in the poll half of these voters announced that they would 
continue to vote for the Social Democrats. 

The data of this poll contained a rather large number of factors subject to 


conjecture since the presidential elections. This is confirmed by the fact 
that Finnish Gallup received only 28 percent support for the Social Democrats 
in a poll conducted in March on behalf of the four largest parties. 
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Conservative Party Holds Bourgeois Power 


On the nonsocialist side the Conservative Party remained clearly the largest 
party according to the poll of the M-data center. The poll showed a 23.9- 
percent support for the Conservative Party, which was an increase of 2.2 per- 
cent over the 1979 parliamentary elections. With the presidential elections 
the Conservative Party increased its support by 5.2 percent. 


The Center Party received support by 17.6 percent of the voters. This was 
an increase of 0.3 percent over the parliamentary elections. 


The figures for the Liberal Peoples Party, which is merging with the Center 
Party, were only 1.2 percenage points. The poll was conducted after the mer- 
ger of the Center Party and the LKP [Liberal Peoples Party] had been made 
public. In the 1979 parliamentary elections LKP support amounted to 3.7 per- 
cent. 


Opinion polls are less reliable with respect to the small parties. The poll 
indicated 3.3 percent for the RKP [Swedish Peoples Party] while its support 
in the previous parliamentary elections was 4.5 percent. In the electoral 
elections the RKP received 3.8 percent of the votes. 


According to the poll the Christian League received 3.1 percent of the sup- 
port, which is a decline of 1.7 percent from the 1979 elections. The SMP 
[Finnish Rural Party] is supported by 2.4 percent of the voters. 


The M-data center interviewed 1,128 voting-age citizens during the period 
of 16 April and 20 May. The article in SEURA does not indicate how many peo- 
ple did not deciare any party affiliation. 
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POLIT ICAL F INLAND 


PAPER VIEWS SKDL CONGRESS, CONTINUED DISRUPTIONS IN CP 
Helsinki HELSINGIN SANOMAT in Finnish 1 Jun 82 p 2 
[Editorial: "It Is Doubtful That Unity in SKDL Will Help"] 


[Text] The SKDL [Finnish Peoples Democratic League] congress, which was 
staged unlike others, has been held. Those attending gave speeches, exper- 
ienced the party conflicts among the Communists, approved a iecadership organ 
and the reelection of previous leaders as well as presented the customary 
resolutions. As a by-product the Socialists in the league made a decision 
in principle to establish their own central organization. 


The SKDL, as is known, is a peculiar bird in Finland's political system. It 
was established after the war by the Communists and the so-called six suspend- 
ec from the SDP as a cooperative organization, which was supposed to assemble 
forces from various quarters. However, today it is a political party record- 
ed in the perty registry, which acts in elections and in the parliament on 
behalf of the Communists as their cover organization and as an instrument 

of their policies. 


From the very beginning the SKP [Finnish Communist Party] has been the sup- 
porting force of the SKDL, its most influential member organization. Commu- 
nists make up the vast majority of the members of the SKDL's governing body, 
two-thirds. Two Communists and only one Socialist were elected to its chair- 
manship. The SNDL's parliamentary faction, for its part, has 35 members, 

but only tive of them do not belong to the Communist Party. 


fhe situation is to such a degree irrational that the membership of the SKDL 
is 80 percent non-Communist: only one-fifth are members of the SKP. In light 
of this it is quite understandable that the membership is not satisfied with 
the composition of the leadership. But it can do nothing about it. Even 

at the congress the Communists were the decisive force. They dictated the 


dec i SLONS ° 


This dissatisfaction also resulted in the fact that the SKDL' Socialists de- 
cided to establish their own central organization, which would be a member 
orgenization of the SKDL. Doctor Ele Alenius has promoted this for a long 
time already. He has hoped that the Socialists would be "ideologically and 
politically completely independent with respect to the SKP". Socialists of 
the same mold certainly want the same. 











But the establishment of an organization, if it is indeed believed that it 
will have an effect on decisions in the SKDL, is incredibly naive. How can 
such an organization change the situation in a party whose nucleus is the 
SKP? In accordance with its traditions it does not make compromises in ques- 
tions of ideology. The parties which end up yielding are always the Commu- 
nists' close partners in cooperation. 


Without a doubt, another purpose of this attempt to organize is to stem the 
flow of votes away from the SKDL. But how can one small unification attempt 
persuade voters that not all the factions in the SKDL will continue to pro- 
mote -- willingly or unwillingly -- the cause of the Communists? Also the 
Communists" internal conflicts, which were also manifested in Kuopio, have 
undoubtedly had a considerable impact on the declining support of the SKDL. 
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POLITICAL 


VPK SECRE 


SWEDEN 


TARY HAMMAR DENTES THREAT FROM ENVIRONMENT PARTY 


Stockholm DAGENS NYHETER in Swedish 3 Jun 82 p 6 


[Article 


by Ake Ekdah] } 


[Text] According to the latest public opinion polls, the 
VPK [Left Party-Communists] has lost its power to attract 
young first-time voters. The young people are tu~ning to 
the Social Democrats and the Environment Party instead. 


At the same time, the VPK has a very mobile electorate. 

In every election, 1 or 2 percent of the voters regularly 
switch back and forth between the VPK and the Sociai Demo- 
crats. For the little VPK (which has between 4 and 5 per- 
cent of Sweden's voters), that mobile group represents a 
relatively large percentage. Polls show that the number 
of voters who have faithfully voted for the VPK is very 
small. 


The Communists have always been unequally distributed over 
the country. Gotland is known to be a weak area, while 


wt 
Dan ! 


ed Norrbotten" has always been a stronghold. 


People used to talk about industrial communism and back- 
woods communism. The latter had its counterpart in Fin- 
land as well. But backwoods communism and that distinctive 


feature of Norrbotten have now declined in importance. 


In the 1970's, the VPK went through one of the biggest 
transformations in party politics. The party made a 
breakthrough with the young and highly educated. In- 

stead of backwoods communism, there was student communism. 
The VPK won support among salaried employees--many of them 
government employees and many of them well paid--and in 
such occupational tields as nursing, education, and culture. 
In the 1979 election, over half of the VPK's voters were 


under 30 years of age. 





In the mid-1960's, the VPK was distinctly a workers party. 
Even as recently as the 1976 election, 56 percent of its 
voters were workers. In the 1979 election, only 41 per- 
cent were workers. 


That development has increased the gap in the party between 
the VPK's old worker group and new groups of voters who have 
placed more emphasis on the value of women's issues, a bet- 
ter environment, and the halting of nuclear power. Added to 
that is tension surrounding the party's stand on interna- 
tional issues. We have recently seen several examples of 
defections from the party following the crisis in Poland. 


"A nonsocialist party of malcontents that may give the Center Party some head- 
aches." 


That is how Bo Hammar, acting party secretary for the VPK, characterizes the 
new Environment Party, which according to the latest IMU [Institute for Market 
Research] voter barometer is threatening to take over the spot held in Parlia- 
ment by the Communists. 


Hammar says with a hint of scorn: "The Environment Party is no headache for 
the VPK. They may ride the coattails of dissatisfaction among nonsocialist 
voters between elections, but I doubt that the party will get into Parliament." 
Hammar says: "As the election approaches, the government issue will be the 
focus of the debate. We will have an election between the Right and the Left. 
So the Environment Party must be able to say what kind of government it will 
vote for. We will demand an answer to that question." 


He made a comparison with the Center Party's environmental promises in previous 
elections: 


"We considered those promises to be just blather. We saw that they would not 
be kept under nonsocialist policy. And now disappointed Center Party voters 
are turning to the Environment Party." 


Hammar says: "But environmental issues cannot be resolved unless we simultane- 
ously get a grip on other questions such as the overall issues of ownership 
and society's control of industry. The Environment Party doesn't even want to 
touch on those issues. Its environmental program is just as fuzzy as the one 
the Center Party came up with before." 


Young People Uncertain 


But the attention that the Environment Party has managed to attract to itself 
has not left the VPK totally untouched. 


Hammar says: "We cannot rule out the possibility that they will be successful 


at the polls. There are people hoping for what may be viewed in the opinion 
polls as a triumphal chariot." 
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Ne also admits that the influx of new VPK voters seems to have slackened this 
year. He sees that as indfeating the uncertainty felt by young voters concern- 
ing the future. lhe result is that they fasten their hopes on the big opposi- 
tion party. But those young people have no experience of what a Social Demo- 
cratic government volicy involves. They perceive the Social Democratic prom- 
ises as being something radical. But if policy is to be turned to the left, 

a Strong VPK is needed, he says. 

That is the VPK's main message in the election campaign. A more radical policy 


bie 


requires a decent election result for the VPK, otherwise Palme will be tempted 


to come to terms with the Right. This is where the VPK's invitation to a 100- 
day program comes into the picture 


Hammar says: "When the election campaign starts, we will find it easier to take 
part in the debate. We are quite hopeful, and we see a chance for a shift of 
power. " 


i 


He says: "But after election day, the voters want to see fast results, other- 
wise people become passive." 


Hammar takes it completely for granted that the VPK will still be in Parliament 


after the election. No preparations have been made for the possibility that 
the party might find itself outside Parliament for the first time. 


But things will be almost as bad for the VPK is Palme gets his own majority, 
recause then the VPK may be completely forgotten. Hammar sounds like a true 


reformist when he talks about possible cooperation in the government. 


1 


"Ve do net reject cooperation in the government with the Social Democrats in 
principle. Uitimately, it depends on what the government program is going to 


bi We realize that it cannot be our party program, If a few important demands 


ire inet, we have no objection to being part of the government.” 


Hammar remembers the period immediately before Parliament became unicameral, 
when the Social Democrats had their own majority for 2 years and the VPK had 


fhe situation was completeiy reversed in 1970. That was the period when the 
nonsocialists referred t he VPF as "the tail that wags the dog"--the dog in 
this case being the ocial Democratic government. [ft was the period, as Hammar 
when the VPK forced the government to reconsider matters in connection 
with the value-added tax, the expansion of hydroelectric power, and even defense. 


Well Prepared 


But we were poorly prepared, Je were concentrating entirely on clearing the 
s=percent hurdle that time. oday we are better prepared to deal with the 


issues themselves 


Hammar himself is one of the well-edueatec theoreticians who have become in- 


creasingly common in the VPK. 











Ile says: "We are proud to be the only leftwing party in the university, and we 
have therefore started a new university association within the party organiza- 
tion." 


"IT believe that the Social Democrats are really a little envious about that. 

It is also part of our ideology to carry on the struggle inside the state ap- 
paratus,” he said, and he was disarming in response to all the usual questions 
about the VPK's transformation from a workers party to a party of nursery school 
teachers and nurses. 
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POLLTICAL SWEDEN 


PAPER SEES STGNS OF IMPROVING BOURGEOIS PARTIES COOPERATION 
Stockholm SVENSKA DAGBLADET in Swedish 28 May 82 p 2 
[Fditorial: "Nonsocialist Manifesto"] 


(Textl The three nonsocialist parties agree on the broad outlines for the eco- 
nomic and budget policies. This is evident from the report adopted yesterday 
by Parliament's Finance Committee. 


[It is a significant document in that all three parties are so obviously dis- 
playing their will to act in a unified manner. That effort to present a united 
front constitutes a good foundation for an election campaign in which internal 
bickering among the nonsocialists should be avoided as much as possible. 


Especially important is the fact that the Conservatives and the middle parties 
have agreed on a joint stand in relation to the union funds. It is proposed, 
for example, that Parliament make a special pronouncement on the fund issue. 


Phat proposal originated in the Conservative Party motion. The committee's 
nonsocialist majority is now starting from the idea that our country is facing 
big tasks concerned with adapting the economy to new international conditions. 
lt says that the introduction of wage earner funds would make that adjustment 
more difficult by departing from an economic system based on market forces. 


‘he proposed pronouncement by Parliament would emphasize three things. First, 
in view of the success of the tax reserve savings, no coercive arrangements for 
Lnsuring a supply of risk capital for the economy are needed. Second, the in- 


troduction of collective wage earner funds would lead to a considerable concen- 
tration of power. And third, the funds would aggravate unemployment and impair 
economic development. 


The nonsocialist parties were already unanimous in their opposition to fund 
soctalism. The joint stand involved in a pronouncement by Parliament brings 
out the decisive importance this issue has for our country's economic expansion 


and future. 


Concerning the strategy for economic policy, the Finance Committee's majority 
claims that the problem is one of turning our use of resources toward industrial 
production, exports, and investment and of holding down the rate of increase in 
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government spending. In other words, what we need to do is combine an economic 
belt-tightening with a stimulation of supply. 


That is not a totally easy combination, but there is no other way. Because if, 
like the Social Democrats, we were to concentrate on an expansionary policy, 
inflation would be intensified, and that in turn would have a negative effect 
on investment and employment. 


What one would like to see in a nonsocialist policy is a more resolute concen- 
tration on both elements of that strategy--that is, more vigorous retrenchments 
in government spending and a stronger stimulation of supply. Among other things, 
the latter involves more favorable conditions for the business community and 

the fostering of greater mobility in the capital and labor markets. 


An important element in the stimulation of supply is the tax policy. The com- 
mittee majority shows clearly the importance of reducing marginal taxes, but 

it also brings up the matter of the total tax burden. It points out that the 
rate of taxation in the Swedish economy is very high in comparison with the rest 
of the world and that it must be systematically reduced if the economy is to 
function. This means that there is basic nonsocialist agreement that the tax 
burden as a percentage of GNP must be reduced. Such an effort stands in clear 
opposition to the Social Democratic policy of tax increases. 


That naturally brings us to the question of how those statements tally with the 
tax agreement reached between the middle parties and the Social Democrats, since 
the weakening of protection against inflation may undermine the marginal tax 
reductions and also increase the total tax burden. Can the committee report be 
seen perhaps as expressing a will to correct the tax revision in such a case? 


The Social Democrats seem more confident than ever of winning this fall's elec- 
tion. But they may be celebrating too soon. Growing awareness of the crucial 
importance of the fund issue may dash their hopes of taking power. Another 
contributing factor may be the fact that the three nonsocialist parties are 
indicating that there is a foundation for a new three-party coalition govern- 
ment. From those points of view, the statement by the Finance Committee is a 
promising nonsocialist manifesto. 
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POLITICAL SWEDEN 


TONE IN LAST DAYS OF RIKSDAG PORTENDS BITTER ELECTION RACE 
Stockholm SVENSKA DAGBLADET in Swedish 29 May 82 p 2 
[Commentary by Ola Gummesson] 


[Text] The tone of the political debate in the final days of Parliament's 
spring session is harsh and points to a bitter election campaign. 


Tt is not totally beyond understanding if a lot of people are disgusted at such 
a prospect. Here and there among the grassroots, there is a dream, however 
vague, of some form of national rallying that will reduce the difficulties in- 
volved in solving our economic problems. 


But the odds in favor of seeing such a dream come true are not good. 


Journalist Anders Isaksson, who seldom comes out with any uninteresting thoughts, 
writes in VECKANS AFFARER that the government that takes over this fall will be 
forced to make a number of politically sensitive and disagreeable decisions. 

He says that two especially important decisions in that respect will involve 
taming the union movement and keeping the public sector in check. Another one 
will involve an overhaul of expensive transfer payments such as housing sub- 
sidies and pensions. 


According to Anders Isaksson, no party--with the exception of the Social Demo- 
cratic Party--has the credibility or power required to keep the special inter- 
est organizations in their place. Any combination that does not include the 
Social Democrats is doomed to fail and will further intensify the political 
chaos of the 1970's. 


On the other hand, if the Social Democrats are able to form their own majority, 
they will have a hard time resisting all the demands. They will be faced with 
such great expectations that they are likely to repeat the nonsocialist mistakes 
of 1976 and further undermine government finances. 


!saksson's "solution" to the dilemma is a nonsocialist majority in Parliament-- 
but a Social Democratic government in the Chancery. Such a model would force 
the Social Democrats to seek support in the middle--either from the Liberal or 
the Center Party or from both--and to produce a policy that could be accepted 
by broad national groups. 











In other words, a dissolution of the boundaries between the blocs would come 
about. But ome ventures to assume that Anders Isaksson is aware that his argu- 
ment is encumbered with not inconsiderable flaws. 


For one thing, the combination of a Social Democratic minority government and 
a nonsocialist majority in Parliament is hardly realistic. It assumes that 
the middle parties or parts of them will decide to join a coalition with the 
Social Democrats without sharing in government responsibility. 


The middle party that prostitutes itself as generously as that would probably 
not be popular with its own voters. 


Cooperation between the middle parties and the Social Democrats requires a 
regular coalition like the "red-green" coalition of the 1950's. 


The chances for such an alliance are not overwhelmingly favorable. The tense 
relations--if we can even describe them as relations--between Olof Palme and 
Thorbjorn Falldin place obstacles in the way of a 1980's version of the red- 
green coalition. And a Liberal Party that enters a coalition with the Social 
Democrats is in danger of being purely and simply obliterated. The forces in 
the Liberal Party that have aimed at a coalition government consisting of their 
party and the Social Democrats have been seriously weakened in recent times, 

or at least they are being kept in quarantine. 


Second, the decisive argument against a coalition between the Social Democrats 
and the middle parties after the 1982 election is the not totally unfamiliar 
issue of union funds. It is absolutely unthinkable that one or both of the 
middle parties would swallow some kind of fund in the face of broad public 
opinion and the resolute will of the business community. 


Unfortunately, it seems equally unthinkable today that if the Social Democrats 
were to win the election, they would give up their plans for letting the union 
take over the economy via the funds. 


One more element in Anders Isaksson's reasoning is open to discussion. Is it 
really true that the Social Democrats and only they can keep the special inter- 
est organizations in their place? 


Is it not true instead that if they win the election, the Social Democrats will 
remain the union's prisoners? 


It is the union, not the Social Democratic Party, which has pushed the demand 
for union funds. What logic says that the union movement will ease its pres- 
sure on the party when the party is in a position politically to implement the 
union's demands for funds--demands which the party supports, according to a 
resolution passed at its congress? 


If the union is serious, and there is absolutely nothing to indicate the oppo- 
site, despite the temporary smokescreen that currently exists for tactical 
reasons, the union will logically increase its pressure when the party wins a 
majority in Parliament. Now or never! 








Speaking practically, the chances for “taming the union" look far better if the 
nonsocialists win the election. The union potentates will then be forced to 
realize how high a price was actually paid for the attempts to introduce the 
funds in opposition to broad sectors of public opinion. A nonsocialist elec- 
tion victory is the best and perhaps the only way to finally force the union 

to retreat. 


In his article in VECKANS AFFARER, Anders Isaksson writes that four nonsocial- 
ist governments since 1976 constitute a terrible example. Obviously, the coun- 
try cannot be governed by three parties fighting for the same voter. 


It would be senseless to deny that 6 years of nonsocialist administration have 
brought many disappointments. Much has gone awry, but shame on him who gives 
up. The person who fatls nevertheless learns something as a result. And what 
the nonsocialist parties should have learned once and for all is that public 
finances must be kept under control. 


A prediction that a third three-party government would have a good chance of 


faring much better than the first two does not in fact have to be based simply 
and solely on starry-eyed hopes. 
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